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American Ingenuity 


. . .. laying the plans and making the decisions which 
put American industry—and America itself—at the top. 
And even here, in your company’s conference room, the 
rest of the world has supplied materials for your needs 
and comforts. Honduras sent the mahogany for the table, 
and the chairs are webbed with Indian jute, varnished 
with gums and oils from New Zealand, China, and several 
other lands. Many kinds and grades of wool from Scot- 
land, Egypt, and Australia are woven together in the 
carpet. Tungsten from Bolivia keeps the lights burning 
brightly, and Canadian pulp is the source of most of 
the paper. 


But today’s businessman who uses the products of the 
whole world every day at home and at his office doesn’t 
need to reflect on the origin of the things around him to 
discover the importance of world business to him. He feels 
the impact of world affairs, day after day, in most every 
phase of his business activity. Now more than ever before, 
he knows that the materials he buys, the taxes he pays, 
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the prices he charges, the volume of goods he sells de- 
pend a great deal on what takes place in the capital cities, 
the factories, the mines, and the fields of all the rest of 
the world. 


And because taxes and prices and materials and markets 
in America are so sensitive to world-wide conditions, to- 
day’s business men have found new importance in the 
news coming from abroad—new necessity for keeping 
well-posted on developments throughout the world. Many 
of them, like yourself, have turned to World Report for the 
best information available on world affairs. 


If there are executives in your organization who do not 
see the weekly issues of World Report, you will be doing 
them and your company a real service by entering World 
Report subscriptions in their names. In the hands of your 
associates, World Report becomes an important tool for 
planning tomorrow's operations. The subscription price 
is $4 a year for 52 weekly issues. 


“Ite good business to watch world business 


WASHINGTON, D.C. 








Petroleum production in Mexico this 
year is expected to amount to 10 million 
barrels more than in 1946. If December 
estimates are fulfilled, the 1947 output 
will total 56 million barrels. Exports for 
the year are expected to reach 11,800,- 
000 barrels. 


oo 90 


Equipment looted by the Germans is 
being returned to France. Reparations 
officials report that 60,000 machine tools 
and 55,000 freight cars found in Ger- 
many have been identified as of French 
origin. 

© 0 Oo 


Undersea mining of coal has been be- 
gun off the coast of Japan. Eight new 
companies are working in the Kokura 
field, where an estimated 400 million tons 
of coal is buried under the ocean floor. 


o 0 90 


Italy’s merchant fleet is being restored 
rapidly. Down to 300,000 tons at the end 
of the war, Italian shipping is scheduled 
to total 2,600,000 tons early next year. 
Prewar tonnage was close to 3,500,000. 


o 0 90 


Norway is buying, on credit, $12 mil- 
lion worth of surplus war materials in the 
United States. Sales to Norway are being 
made only after the property has been 
offered to priority holders in America. 


o 0 °O 


Food rationing on most commodities 
has been lifted in Yugoslavia. White flour 
is among the few products still under 
control. 


oo 9 


Exports of cotton cloth from Japan 
next year are scheduled at one billion 
square yards. Of the total requirements 
of 1,330,000 bales of raw cotton, 70 per 
cent is expected to come from the United 
States, 27 per cent from India and 3 per 
cent from Egypt. 


oo 0 


A customs union is being considered 


* by officials of Argentina and Paraguay. 


Approval would make possible duty-free 
shipments of goods from one country to 
the other. Argentina, meanwhile, is offer- 
ing to lend money to Paraguay for indus- 
trial and agricultural development and 


for road building. 
© 0 O 


Coffee pulp, the covering of the coffee 
bean, will be used as a substitute for 
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grain in feeding dairy cattle. Tests con- 
ducted in El Salvador show that the pulp, 
once a waste product, has nutritional 
value similar to that of corn. Technicians 
of the U.S. Department of Agriculture 
co-operated in the experiments. 


o 0 0 


Outside capital is to be more welcome 
in Mexico if the Government succeeds in 
its program to amend investment laws. 
Present requirements that 51 per cent 
of the total invested in any venture be 
Mexican capital will be relaxed. Excep- 
tions now can be obtained only with the 
approval of the Foreign Ministry. 


o 90 90 


Shanghai property of American citi- 
zens or corporations must be reregistered 
before April 28, 1948, to protect claims 
to titles. The requirement applies to all 
real estate or mortgages acquired before 
May 20, 1943. 


o 0 Oo 


An irrigation project to add two mil- 
lion acres to India’s farm lands is under 
way in the Province of Madras. An an- 
nual yield of a million tons of food grains 
is predicted for the area to be irrigated. 


o 0 90 


Port improvements costing $30 million 
have been authorized by the Venezuelan 
Government. The harbors of Maracaibo, 
La Guaira, E] Guapo and Puerto de la 
Cruz are included in the program. 


o 0 °O 


Industrial power from wind is the goal 
of an experiment now being undertaken 
in the Russian zone of Germany. A test 
station for the purpose is being built at 
Rostock. 


o 0 9 


Canadian tobacco is being bought by 
Great Britain to help compensate for re- 
duction of imports from the United 
States. An increase of six million pounds 
in tobacco purchases from Canada is an- 
ticipated in the current ‘crop year. Last 
years shipments were 20 million pounds. 


o 0 90 


To cut timber waste in Europe, the 
Food and Agriculture Organization has 
opened a forestry office in Geneva, Switz- 
erland. Timber shortages indirectly re- 
tard food production and distribution, the 
FAO reports. One example cited is the 
need for pit props in coal mines, which 
are being called upon to provide fuel 
for the manufacture of fertilizers. 








SWITZERLAND ...Plan now! 


High point of every European trip: a holiday 
in wonderful Switzerland, unmatched 

for scenic beauty, friendly hospitality, 

year round vacation fun. Hotel 
accommodations are excellent everywhere, 
prices moderate. There’s still time 

to arrange a winter vacation. Or, start 
planning now with your travel agent 

for spring or summer in °48. Write us 

for free booklet N-3. 
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. . . the World Report 
Index covers all the sub- 
jects and articles and 
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the weekly issues of 
World Report. Send for 
your copy for 
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Every Hungry Boy 


has a Friend in Nickel... 


There’s one food every boy likes... Bread. 


And, among other things, today’s 
enriched bread calls for pure, uniform 
yeast. 

But yeast is sensitive. The slightest 
contamination might alter the yeast and 
so change the taste and lightness of the 
bread. 

So the yeast maker and your baker keep 
their yeast pure with the help of equip- 
ment made of such Nickel alloys as Stain- 
less Steels. 


Stainless Steels stay smooth and bright. 
These Nickel alloys also take the hard 
knocks of a busy bakery without forming 
cracks and crevices where bacteria can 
hide. Thus they promote the spotless 
cleanliness that protects and maintains 


the wholesome quality of our daily bread. 


Just one more way INCO Nickel serves 
you every day. It’s Your Unseen Friend, 
because it is used in many ways, not gen- 
erally seen, to help bring you your daily 
needs. 


Write for your free copy of “The Romance 
of Nickel.” This illustrated, 60-page booklet 
tells the story of Nickel, from ancient dis- 
covery to modern-day use. Address Dept. 93. 


THE INTERNATIONAL NICKEL COMPANY, INC. 
New York 5,N.Y. 





OF SERVICE 


Nickel 


...Your Unseen Friend 





Bread is the Staff of Life... Don’t Waste It 
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FROM THE CAPITALS OF THE WORLD 





For World Report 
Issue of November 18, 1947 
Volume 3, No. 21 


Prevalence of war talk in the United States has to be reported as a fact 
and sized up. It comes as a great surprise to Washington, a profound shock. 

Talk is current in business circles, in industrial’centers. It does not 
come from rabble rousers. It is from responsible people who are worried. They 
are doing this talking quietly, among themselves, not for publication. 

They fear war between Russia and the United States in two or three years, 
maybe less. They are not talking about a conflict 10 to 20 years away. 

There is no enthusiasm, no yearning to start dropping atomic bombs in 
Stalin's back yard. Attitude is becoming one of resignation to the inevitable. 

Nobody expects the U.S. to start the shooting. General assumption is that 
the Russians will start things, wherever and whenever they choose. 

Molotov's hint that Russia has the bomb encourages this line of talk. 








It is important to know what started the war talk and keeps it going. 

Soviet conduct Since the end of the war only partly accounts for it. 

U.S. official response to Soviet conduct has something to do with it. 

Moscow, on its part, has these things to account for: 

Seizure of huge chunks of territory in Eastern Europe and Asia. 

Relentless pressure--economic, political, military--on weak neighbors. 

Communist penetration, both openly and under cover, clear around the world. 

In addition, contributing to the discord of peace are these items; 

Reparations demands that could not be met except through U.S. aid. 

Delays and obstructions in the business of making peace with ex-enemies. 

Sovietization of people and property in the Russian zones of occupation. 

Last-ditch opposition in the United Nations to U.S. proposals on the atomie 
bomb, disarmament, the Balkans, Korea, abuse of the veto and many others. 

Reasonable conclusion from this record is that Soviet Russia has it in for 
America, thinks the U.S. is in the way, is determined to push ahead regardless. 











But now Washington, in pushing back, has convinced many Americans that war 
is close. Outside official circles, people mull over things like these: 

Approved procedure now is to talk back to the Russians, call them liars 
when they are, frankly label them aggressors when appropriate and tell U.S. 
troops in Germany about Russia's “great and cruel” history, about "the hard men*® 
who boss Soviet Russia. Rule seems to be tough talk on both sides. 

Moves on the diplomatic checkerboard are exposed to public view. Thus, 
when Russia proposes to pull troops out of Korea, U.S. warns that there's a 
catch in it and counters with a proposal or two that Moscow is unlikely to accept. 


| (over) 
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This sort of thing is a little hard for Americans to get used to. In the 
past, an exchange of mild insults was often enough to start a good-sized war. 

Agitation against Communists, of course, adds to the excitement. 

Loyalty tests in the U.S. Government, and occasional firings, stir comment. 

Search for strategic materials touches many businessmen, reminds them that 
another war is possible. Semisecret nature of the operation emphasizes danger. 

Planning for industrial mobilization adds another item for alarmists. 

Hush-hush attitude of U.S. officials in talking with the press, in private 
talks with business groups, lends confirmation to those who view with alarm. 























Blunt truth is very different. U.S. officials have failed to get it across, 
perhaps have not tried hard enough to, but this is what officials really believe: 

They do not expect a war with Russia in the next two or three years. They 
are not convinced that such a war is inevitable, now or later. 

They see dangers, with troops scattered all over the place, but they are 
Sure that neither Russia nor the U.S. wants war or is ready for it. 

What Washington has overlooked, however, is that to Americans a "cold war" 
is a new experience. Diplomats may be sure they can control it, keep it from 
getting hot overnight, but the average citizen remains to be reassured. Be- 
sides, he is not certain that the diplomats can control the "cold war." 

Hence the war talk. As a result, official attempts to allay public fears 
are to be expected. Already there are indications that the Soviet-American “cold 
war" is to be minimized, played down, perhaps even talked off the front pages. 











On the Marshall Plan front, this is the situation: 

Mr. Truman's three committees leave the hard questions for him to answer. 

Committee Number One, in the Krug report, told the President America had 
the physical resources to operate a Marshall Plan, if handled with care. 

Committee Number Two, the economic advisers to the White House, said the 
U.S. economy could stand the strain, if a few controls were added here and there. 

Committee Number Three now agrees with the first two. The Harriman Commnit- 
tee adds, however, that a business manager had better be called in to do the job. 








Despite expert advice, it is up to Mr. Truman to decide: 
Amount of aid U.S. should extend. How many dollars next year, and after? a 
Share of total to go out as a gift,share to be treated as a loan. 
Terms on which aid is to be offered: with or without U.S. strings? If 
strings, just how should they be tied on, exactly where should control rest? | 
Specific controls needed in the U.S. over prices and shortages. 
A formula by which all in Western Hemisphere might help in Marshall Plan. 
These are not easy questions. After Mr. Truman finishes his homework on 
them, he still must decide in whose hands to put the new program. Should Secre- 
tary Marshall run it? Or should a new corporation be set up? Both the Harriman 
group and the Herter Committee in Congress urge a corporation. 
Hot issue, thus, is who is to control U.S. policy and action overseas. 
Final answers, of course, are to be written by the United States Congress. 
Congressional tours to Europe are counted on to produce answers that both 
the Truman Administration and Europe will like. By now, 178 members of Congress, 
one third of the total membership, have completed tours of Western Europe. 
There has never been anything quite like it before. It may make a difference. 
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WILL CONSERVATIVE PARTY 
COME BACK IN BRITAIN? 


HE Conservative Party of Great Brit- 
Shoes is planning a bid for power in 
1948. 

Conservative leaders, ANTHONY 
EDEN, LORD WOOLTON and WINS- 
TON CHURCHILL are basing their 
strategy on the expectation that Britain's 
economic crisis will become more acute. 
They are hoping that this crisis may soon 
wreck the Labor Party. 

Outwardly, the Labor Government is 
not worried by the Conservatives chal- 
lenge. In the House of Commons, Labor- 
ites hold 394 seats to the Conservatives’ 
190. Under normal conditions, the Gov- 
ernment could not be overthrown until 
1950, when national elections are sched- 
uled. 

But Conservatives are encouraged by 
their victories in recent municipal elec- 
tions. Polls of public opinion taken after 
the elections show that 44.5 per cent of 
the Britons questioned now prefer the 
Conservative Party while only 40 per 
cent prefer the Labor Party. Minor 
parties accounted for 15.5 per cent. 

In addition, Conservatives think they 
see signs of weakness among the Labor 
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PARTY CHIEF CHURCHILL 
His phrases became housewives’ slogans 


Party's principal supporters, the union 
leaders. A strike condemned by union 
officials delayed the sailing of the liner 
Queen Mary recently. Similar strikes in 
industry are expected as Britain heads 
into a winter of food shortages and longer 
working hours. 

@) Party chief of the Conservatives, 
wartime Prime Minister Winston Church- 
ill, is missing no opportunity to empha- 
size the Government’s troubles. He is de- 
manding that Parliament call new elec- 
tions on the ground that the House no 
longer represents the will of the people. 

Leaders of the Labor Government are 
ignoring Churchill’s proposal. But they 
are concerned by signs that Britons, 
particularly the women voters, are losing 
patience with “austerity” and short sup- 
plies on the home market. 

As a phrasemaker, Churchill is with- 

out equal in his party. Laborites scoffed 
at his demand “Set the people free!”, 
during a debate on Government controls 
of the home market. Now his words have 
become an important slogan of the Con- 
servatives campaign to win the support 
of housewives and shopkeepers weary of 
Government regulations. Despite Church- 
ill’s prestige, however, a younger man is 
gaining new power within the Conserva- 
tive Party. 
@ Party leader in the House is Anthony 
Eden, Secretary for Foreign Affairs in 
Churchill's wartime cabinet. Eden still 
refers to the elder statesman as “Chief.” 
But it was Eden, not the 73-year-old 
Churchill, who rose to state the case of 
“His Majesty’s Loyal Opposition” when 
Parliament opened this autumn. 

Eden, the product of Eton, Oxford 
and 23 years of Conservative politics, is 
well regarded by many of the party's 
older members. His real strength rises 
from his leadership of young Conserva- 
tives who feel that Churchill represents 
prewar policies that postwar Britain can 
ill afford. 

Despite Churchill’s attacks on Gov- 
ernment controls of the economy, Eden 
and other Conservatives admit that Brit- 
ain’s living standards must decline. They 
feel that the decline could be slowed, 
but not halted, if more liberty were 
granted to private enterprise. This is the 
program that Lord Woolton is using in 
his campaign to build up the party. 

@ Party organizer since 1946, Lord 
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PARTY ORGANIZER WOOLTON 
He went out and got the vote 


Woolton is given much of the credit for 
Conservative gains in the municipal elec- 
tions. For more than a year, Woolton, 
former executive of a London department 
store, has campaigned throughout the 
country. 

Woolton urged businessmen to contrib- 
ute funds to the party. He warned local 
leaders to be careful in dealing with 
young voters. “If they commanded troops 
in the field during the war, then they 
must be treated as commanders, no mat- 
ter what their age or political inexperi- 
ence,” he said. He drew on his own ex- 
perience as wartime Minister of Food to 
tell housewives that bad management by 
the Labor Government was the cause of 
part of their troubles. 

The municipal elections, in which 

Labor filled only about one out of every 
three vacancies on city councils, were a 
victory for Lord Woolton. But a more 
exacting test of the Conservative strength 
lies ahead. Charles H. Kline, World 
Report's staff correspondent, radios from 
London: 
@ “Conservative comeback is to be 
gauged by the outcome of five by-elec- 
tions to fill parliamentary vacancies in 
coming weeks. The party has won no 
seats from Labor in such by-elections 
since 1945. 

“Thus far the Conservatives have done 
little more than revive their own party 
in time to profit by public weariness 
with scarcities. The Labor Party is well 
aware of the danger that striking workers 
may challenge the Government’s author- 
ity, leading to breakdowns this winter.” 

The Conservatives, still far from 
power, are getting ready to try to turn 
such a challenge to their advantage. 
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Can Eastern Europe achieve recovery without help from the 
United States? Since Moscow has vetoed the Marshall Plan for Eu- 
ropean recovery, what can Poland, Czechoslovakia, Yugoslavia, Bul- 
garia, Romania and Hungary do to get the food, equipment and raw 
materials they need? On page 7, you'll find a facts-and-figures analysis 
of the task ahead of Soviet Russia and her satellites in organizing a 
Molotov Plan for Eastern Europe. The analysis provides an informative 
survey of what Russia and the nations that have boycotted the Marshall 
Plan have done—and can do—to help each other. 


Trust busting in Japan is running into obstacles. A dispatch from 
Joseph Fromm, World Report's staff correspondent in Tokyo (page 18) 
gives you the facts on the difficult task General of the Army Douglas 
MacArthur has in eliminating the big business cartels that ruled 
Japan’s economy before V-J Day without destroying the nation’s ca- 
pacity to survive and recover. 


How will European aid be administered? When Congress de- 
cides on the aid the United States can give Western Europe, an agency 
must be designated to administer the plan. On page 14, you'll find a 
dispatch describing the agency proposed by President Truman’s Com- 
mittee on Foreign Aid. This agency is of major interest to every busi- 
nessman who will participate in the recovery program. And beginning 
on page 29, we publish the full text of the summary of the Harriman 
Committee’s report and the texts of two sections of the report—dealing 
with food and agriculture and with iron, steel and plant equipment— 
which are vital aspects of the entire program for European recovery. 


British politics in the weeks ahead can have a lot to do with 
that nation’s struggle toward recovery. The political conflict may play a 
major role in the future of England and the British Commonwealth of 
Nations. For a report on the political battle between the Conservative 
“outs” and the Labor “ins” and an examination of its implications on 
England’s affairs, turn to page 5. On our cover is a natural-color photo- 
graph of Anthony Eden, former Foreign Minister, who is carrying the 
ball for Conservatives in the debates in Parliament on British policies. 


Will Germany be an asset or a liability in European recovery 
plans? Thomas Hawkins, World Report's staff correspondent in Berlin, 
radios an informative report (page 15) that sheds new light on how 
the British-American program to put Germany back on its feet is work- 
ing out and the role the Germans are expected to play in restoring 
Europe’s productivity and prosperity. What happens in Germany will 
go far toward setting the pace of recovery in Europe. 


The Editors of “World Report” 
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WEAK SPOTS IN RUSSIA‘S TRADE WEB 


Reported from PRAGUE, WARSAW, ZURICH and WASHINGTON 


Russia is finding it impossible 
to furnish vitally needed goods 
to those countries of Eastern 
Europe that boycott the Marshall 
Plan. 

Moscow has been siphoning 
production out of those nations. 
Now Soviet leaders would like 
to reverse the trend. But analysis 
shows they are unable to deliver 


the goods. 
© 0 0 

@ Russia’s trade network is being re- 
designed in Moscow. A new web of 
commercial agreements is being draft- 
ed to direct Eastern Europe's busi- 
ness away from the West. The Soviet 
aim is to help its neighbors get along 
without aid from the United States. 


ee % é Kee we 
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Russian food is promised to Czecho- 
slovakia, Poland and probably Finland. 
Bumper harvests of grain in the Ukraine 
are counted on to help Russia keep these 
pledges. 

Industrial equipment from Russia is 
scheduled for Yugoslavia, Bulgaria and 
Romania, but even that promised is in- 
adequate to meet their needs. 

Cotton and ores from Russia are of- 
fered to Poland, Czechoslovakia and 
Hungary. 

Reparations that Russia receives from 
former enemies in Eastern Europe are 
being redistributed in the Soviet sphere. 
Thus Russia sends Romanian oil to Bul- 
garia and Yugoslavia and German potash 
to Czechoslovakia, Yugoslavia and Po- 
land, 

Self-help among the satellites is being 
stimulated by Moscow. 

Czechoslovakia will furnish Eastern 
Europe some of the industrial goods 
formerly supplied by Germany. Poland 


and Czechoslovakia, ending a 28-year 
trade war, are going to increase their 
commerce with each other. Hungary 
will send some machinery to Yugoslavia 
and Bulgaria in exchange for raw mate- 
rials. Poland promises Bulgaria railway 
cars and machinery. Communists in 
Czechoslovakia urge Prague to direct 45 
per cent of the country’s exports east- 
ward, instead of the current 17 per cent. 

Eastern Germany, however, is not be- 
ing permitted to contribute equipment to 
the satellites. Virtually everything from 
the Russian zone is going to the Soviet 
Union. 
@ Shrinkage of Moscow's trade with 
Eastern Europe lies behind the Russian 
effort to turn its neighbors away from 
the West. A special study by the eco- 
nomic staff of World Report shows the 
following: 

Business with Russia has been losing 
its relative importance for the major 
trading nations that lie in the “Molotov 
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area.” As the chart on this page shows, 
big traders among Russia's neighbors, in 
the first half of 1947, did the bulk of 
their business outside Eastern Europe. 

Czechoslovakia, in the first six months 
of 1947, received only 3.3 per cent of its 
imports from Russia. In the same period 
last year, 9.6 per cent came from Russia. 

Poland took only 19 per cent of its 
imports from Russia in the first half of 
1947. Last year, 47 per cent came from 
Russia. 

For Yugoslavia, 1947 figures are not 
available, but in 1946 Yugoslavia relied 
on Russia for only 29 per cent of its 
imports, compared to about 50 per cent 
in 1945. 

Bulgaria and Romania are the nations 
in Eastern Europe most closely tied to 
Russia commercially, but even they are 
anxiously hunting markets and supplies 
in the West. 

Russia’s debts have piled up on the 
books of countries in Eastern Europe 
that were its wartime allies. 

Czechoslovakia has run up a credit of 
$18,400,000 during 18 months of trad- 
ing with Russia. 

Poland could claim $164 million from 
Moscow if the Russians paid for Polish 
coal at market price. Even Yugoslavia 
was compelled to credit about $26 mil- 
lion worth of goods to Russia in 1946, 
although announcement of this fact has 
been suppressed. 

Reparations payments from former en- 
emies have been, up to now, largely a 
drain on Eastern Europe. Hungary, in a 
year, has shipped to Russia goods worth 
$79 million on reparations account. 

Romania pays reparations two to three 
times as large as its total Commercial ex- 
ports, of which the great bulk also goes to 
Russia. Because of that, Romanian ex- 
ports that bring in cash are running at 
less than one fifth the prewar rate. 

Finland is delivering to Russia $66 
million worth of reparations a year. But 
in addition, Finland had to extend $10 
million worth of credits to Russia to 
cover normal commercial exports in the 
first half of 1947. 

@ Trade with the West has been boom- 
ing in Eastern Europe while Moscow 
gets its Molotov Plan under way. 

The growth of this East-West trade 
during the past year is shown in the 
chart on the opposite page. One of the 
basic premises of the Marshall Plan 
worked out in Paris by 16 nations of 
Western Europe is that this East-West 
interchange will continue to increase. 
This is the trend that the Molotov Plan 
is trying to reverse. 

Britain has expanded its trade with 
Finland, with Czechoslovakia and even 
with Russia. Prefabricated wooden 
houses from Czechoslovakia are among 
the many items Britain imports from the 
Soviet sphere. 

Belgium has virtually doubled its 
trade with Eastern Europe. 





TD as err ie PRT ede 


LBOR Qe SS aren 


BRITAIN 


Sweden has succeeded in getting more 
supplies from Poland, Hungary and Rus- 
sia this year and last year than it sent 
them in return. The difference will be 
made up, however, when Sweden com- 
pletes delivery of machinery under long- 
term contracts. 

Switzerland, the first Western country 
to resume trade with Eastern Europe 
after the war, also made trade gains dur- 
ing the year. 

Yugoslavia is an example of how eager 
Eastern Europe is for trade with the 
West. 

At the same time that Moscow told 
its satellites to boycott the Marshall 
Plan, Marshal Tito began a drive for 
Western customers. Yugoslav fertilizer, 
copper and lead ores are now being sold 
in the United States and Yugoslav ce- 
ment in Venezuela. The Yugoslavs have 
offered essential raw materials to the 
British-American zone of Germany. Italy 
has been given second place in Yugo- 
slav export schedules, ahead of Russia, 
through a five-year agreement. To Den- 
mark, Yugoslavia extended a commodity 
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credit of $1,460,000 against later de- 
liveries of machinery. 

Eastern Europe in general has been 
doing all the business it can with the 
West. Nearly nine tenths of Czecho- 
slovak and Finnish imports and two 
thirds of Polish imports have come from 
outside the Molotov Plan area, while 
Hungary has been doing more than half 
its trade with the West. 

@ Boycott of the Marshall Plan, the aim 
of the Molotov Plan, will be costly to 
Eastern Europe. 

An analysis of Eastern Europe's eco- 
nomic recovery to date shows that sup- 
plies from the West have played a key 
role. To make further progress, Russia's 
neighbors need heavy machinery and 
equipment of types that the West has 
provided. It is evident now that Russia 
cannot furnish these tools of recovery. 

Poland, for instance, badly needs min- 
ing equipment. Only the United States 
can provide it, and the clash between the 
Marshall and Molotov plans makes it un- 
likely that Poland will be able to obtain 
the necessary credits. 
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Czechoslovakia requires cotton, rubber 
and industrial equipment from the West. 
The Prague Government has applied to 
the World Bank for $350 million to 
finance these imports. This loan, too, is 
unlikely to be granted so long as Czecho- 
slovakia, on Russia’s orders, boycotts the 
Marshall Plan. 

Finland also wants more Western fi- 
nancing. But Western governments are 
cool to the idea of lending money that 
will be used to build up Finnish indus- 
tries producing reparations goods for 
Russia. 

The size of Moscow’s job in trying to 
concentrate Eastern Europe’s commerce 
inside its own trade web is a matter of 
simple arithmetic. 

The over-all needs of Eastern Europe 
for heavy machinery and capital goods 
are reckoned at $2,200,000,000 in the 
next two years. Of that amount, Czecho- 
slovakia, Poland and Hungary together 
can supply about one fourth. The re- 
maining three fourths must come from 
outside the satellite countries — either 
from Russia or the West. 
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—— Dispatch 


RECOVERY SIGNS IN ITALY AS PRICES FALL 


Reported from ROME, PARIS, WASHINGTON and NEW YORK 


Italy is taking an unexpected 
turn toward recovery. 

Cost of living is coming down 
to within the workers’ reach. 
Prices have been falling for near- 
ly a month. As a result, Commu- 
nists are losing ground. 

The deflation may prove to be 
a turning point in the economic 
recovery of Western Europe. 
Question is whether planned aid 
from the United States will ar- 
rive in time tc retain the gains 
now being made. 


o 0 Oo 


@ Deflation in Italy is being forced 
by Government planning designed to 
prepare the way for stabilization of 
the country’s currency. 

Drop in prices began on the whole- 
sale markets in mid-October. Within 
two weeks, wholesale prices of food 
came down on an average of 9 per 
cent. Hogs fell 50 per cent within a 
few days. Meat and butter prices are 
down 10 per cent. Price of olive oil, 
base of Italy’s cooking, has fallen 55 
per cent in a month. 

Commodity prices are following the 
trend. Finished textiles dropped 25 per 
cent in Milan within a week. Even the 
price of newspapers in Milan has been 
reduced as the result of an 8 per cent 
reduction in the cost of newsprint. 

A rising lira is gaining value against 

the dollar. Official rate of exchange is 350 
to the dollar, but last April lire were 
quoted on the free market at 900 to the 
dollar. Two months ago a dollar bought 
700 lire. At the present time it brings 
only 580. 
@ “Cause of devaluation,” says John W. 
Mowinckel, World Report's staff corre- 
spondent in Rome, “is primarily a daring 
campaign by the Government. 

“Italy’s 73-vear-old Vice Premier and 
Minister of the Budget, Luigi Einaudi, 
has given Italy a strong dose of anti-in- 
flationary medicine. It is working now, 
but nobody knows how long it will con- 
tinue to work.” 
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Mowinckel sets out the following de- 
tails of the Einaudi program: 

Tax increases are cutting deep into 
Italian incomes, siphoning off buying 
power. As a result of new taxes, the Gov- 
ernment’s monthly income was more than 
doubled between January and Septem- 
ber. Part of the increase comes from a 
capital levy ranging from 6 per cent on 
savings of $13,000 to 41 per cent for 
the wealthiest Italians. But much comes 
from other new taxes and from the en- 
forced collection of old taxes. 

Loan restrictions, ordered by the Gov- 
ernment, are cutting off credit to all firms 
and industries with stocks on hand. This 
is a.real blow to hoarders operating on 
borrowed money. Now they are forced to 
sell hoarded goods on falling markets. 

Few bankers are complaining of the 
order. They were reaching the bottom of 
their reserves of ready cash. 

In addition, the Government now re- 
quires that 15 per cent of all deposits 
made before September 30 be put into 
blocked accounts with the Central Bank. 
If they prefer, banks may, instead, use 
the money to buy Government bonds. 
Whatever the banks do, they have less 
available for loans. 

Less new money has been put in cir- 
culation recently. Since May, Einaudi 
has permitted the Central Bank to up 
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BUDGET MINISTER EINAUDI 
Prestige goes up as prices come down 


bank-note circulation by less than 7 per 
cent. This is a sharp change from the 
printing press policy that boosted lire in- 
circulation from 312,500,000,000 in 1944 
to 557,800,000,000 in May 1947. 

Good harvests of olives, rice, fruit and 
vegetables are helping to force prices 
down. Shortages of wheat and other 
grains are encouraging slaughter of meat. 
Long-term effect of slaughtering will be 
to reduce Italy’s livestock, but for the 
present plentiful supplies of meat are 
reducing prices. 

@ Effect of devaluation so far has been 
to the advantage of the average Italian. 

Cost of living has turned downward 
for the first time since the war. Last 
summer, living costs were 48 times as 
high as in 1938. Now the Italian with a 
job is getting more for his money than 
he has in months. 

Wages remain high. Before deflation, 
pay envelopes had about 93 per cent of 
the purchasing power of wages paid for 
the same work in 1938, according to 
official estimates. Government figures are 
based on official prices. But even workers 
who depend in part on the free market 
can buy more now than before deflation. 

Trouble is that more than three million 
Italians are without jobs. And more will 
be out of work this winter. 

Industry is divided in its opinion of 
controlled deflation. The Government 
plans to eliminate what Einaudi calls 
“uneconomic industries” built up when 
Italy’s Fascists dreamed of self-suffici- 
ency. These industries, long supported 
by Government subsidies, now must sink 
or swim on their own. 

Industries essential to the domestic 
economy or to the export business are to 
be the first to get available bank loans. 
In addition, they are to get relief from 
wartime laws that forced them to keep 
workers on the pay roll regardless of 
their efficiency or usefulness. 

Organized labor, led by Communists, 
is deadlocked with industrialists on the 
execution of an agreement to permit lim- 
ited hiring and firing. Communists say 
that industry wants to throw a million 
Italians out of work, Employers insist 
that they can operate only if permitted 
to select the workers they want. 

@ Political developments have reflected 
the average Italian’s approval of planned 
deflation. 

The Communists, who have used ris- 


ing prices to belabor the Government, 
are robbed of a propaganda weapon. 
They are trying to shift public attention 
to the dangers of unemployment. 

Anti-Communists are rallying to the 
parties supporting Premier Alcide de 
Gasperi. An extreme rightist, Guglielmo 
Giannini, has resigned leadership of his 
Common Man Party because most of his 
followers want to support De Gasperi’s 
Cabinet. 

Socialists, whose party split on the is- 
sue of co-operation with the Communists, 
are being drawn away from the extreme 
left. There is a chance that De Gasperi 
may be able to strengthen his Govern- 
ment by taking in right-wing Socialists. 

Government prestige is rising as de- 
flation continues. In recent elections, De 
Gasperi’s Christian Democrats won con- 
trol of the municipal government of 
Rome from a group led by Communists. 

It remains to be seen whether the Gov- 
ernment can use its new prestige to resist 
inflationary demands from industry and 
labor alike. Much of Italy’s soaring infla- 
tion has been due to previous weaknesses 
in government, | 

Early this autumn, for example, dock 
workers at Civitavecchia, the port for 
Rome, went on strike to obtain the re- 
lease of labor leaders, mainly Commu- 
nists, arrested for inciting strikes. The 
dock workers refused to unload two 
American ships filled with grain until the 
captains threatened to take the grain to 
France. Then the strikers unloaded the 
grain to the docks, but announced they 
would throw it all into the sea unless 
the Government released their leaders. 
The Government gave in. The result was 
to encourage Communist-inspired strikes 
for other advantages throughout Italy. 
@ Duration of the beneficial effects of 
deflation may be short lived. 

Government guesses as to how long de- 
flation can be controlled with nothing 
but stopgap aid from the U.S. vary 
widely. Rome dispatches to World Report 
say that Italian officials expect some prices 
to rise again by spring at the latest. De 
Gasperi has called national elections for 
March. He appears to believe his Gov- 
ernment can manage deflation until then. 

U. S. experts, both in New York banks 
and in Washington, are reluctant to pre- 
dict the duration of Italy’s deflation. But 
they are almost unanimous in their ap- 
proval of the effort to date. Dispatches 
from Paris suggest that success of Italy’s 
program is encouraging the non-Commu- 
nist Government of France to press ahead 
with its plans for controlled deflation. 

Politics may decide how far the Italian 
Government can go toward stabilization. 
If Italian Communists resort to violence 
in an attempt to gain their ends, the De 
Gasperi Government must prove its abil- 
ity to maintain order. Much depends on 
the speed with which America can bul- 
wark Italy’s recovery with aid under the 
Marshall Plan. 
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The Italian with a job gets more for his money now 
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STRINGS ON AMERICAN AID TO EUROPE 


Reported from LONDON, WASHINGTON 


The United States soon is to 
take a hand in the internal eco- 
nomic affairs of many European 
countries. 

The Marshall Plan will give 
America a large degree of con- 
trol over the way European gov- 
ernments spend their own money 
in their own countries. 

The scope of American inter- 
vention may become one of the 
biggest controversies in the Eu- 
ropean Recovery Program. 
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Nearly all the Washington experts 
working on plans for European re- 
covery agree that the United States 
will have to have a say in European 
governments spending within their 
own borders. The extent of American 
supervision and the manner of its ap- 
plication will be up to the special ses- 
sion of Congress to determine. 

@ Reasoning back of the decision to at- 
tach strings to internal expenditures in 
Europe is this: 

If the Marshall Plan goes through, 
billions of dollars worth of American 
goods will be handed over to European 
governments. These goods will then be 
sold to the people for local currency— 
francs, lire, etc. 

Income from such sales will be enor- 
mous. In some countries it will be one 
of the biggest items in the budget. 

Inflationary danger of huge accumula- 
tions of local currencies by European 
governments could be extremely serious. 
If the governments should spend such 
funds carelessly or too rapidly, the re- 
sult might be to blow up the inflation- 
ary balloon to the bursting point. 

Temptation would be strong to use the 

money for food subsidies or other proj- 
ects that are politically attractive but 
financiaNy dangerous. If that happened, 
the United States would never get what 
it’s paying for: European recovery. 
@ To head off the danger before it can 
start, Congress is to specify how Euro- 
pean governments can spend the money 
from the sale of Marshall Plan goods. 
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At least, each government involved 
will be asked to promise to spend the 
money only for relief and recovery 
projects. 

At most, Congress might insist on ac- 
tual American ownership of all currencies 
earned by the sale of Marshall Plan 
goods. Part of these local funds might be 
turned over to European governments 
from time to time to invest in approved 
projects. The rest could be spent later by 
the U.S. for whatever it needed in Eu- 
rope. Strategic materials, scholarships for 
American students, or land and buildings 
for the diplomatic and consular services. 
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WHAT THE EUROPEAN RECOVERY PLAN WILL AIM TO PREVENT 
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@ A middle way between the two ex- 
tremes is the course Congress seems most 
likely to choose. Such a compromise now 
has been outlined by President Truman’s 
Committee on Foreign Aid, headed by 
Secretary of Commerce W. Averell Har- 
riman. The Committee’s idea is this: 
Fuel, food and fertilizer—around $3 
billion worth the first year—would be 
considered as gifts. European govern- 
ments would sell these goods to their 
people for local currency. The proceeds, 
however, could be spent only in ways 
that would not give a lift to inflation. 
The governments involved would be 
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UNRRA goods from the U. S. that found their way into a private shop in Greece 


allowed to use the money for productive 
projects, such as roads, or to reduce their 
inflationary borrowing from central banks. 
They would have to report to Washing- 
ton regularly on how the money was 
being utilized. 

Raw materials, such as cotton, and 
some manufactured goods, such as farm 
machinery, would be financed by loans 
from the U.S. Export-Import Bank. 
Proceeds from the sale of these goods 
would be virtually frozen in special ac- 
counts and could be spent only with the 
permission of the United States. The 
American Government could draw on 
this money to pay for strategic materials 
or to help expand the production of such 
materials. It also could use the money 
for embassy and consular expenses or to 
aid American students abroad. 
qj] Europeans’ reaction to the projected 
American control over part of their 
domestic funds naturally is cool. The 16- 
nation committee that drew up a plan 
for European recovery at Paris favors a 
minimum of supervision. 

The Paris committee 


has suggested 
that the United States 


make separate 


agreements with each of the nations in- 
volved, defining in general terms how the 
money earned by the sale of Marshall 
Plan goods may be spent. 

In European eyes, individual agree- 
ments would have the advantage of keep- 
ing control of the funds in the hands 
of the recipient governments. There 
would be a minimum of interference 
from America. 

From Paris, World Report's staft cor- 
respondent, William H. Lowe, cables: 

“The French want complete control 
over francs derived from the sale by the 
French Government of products de- 
livered under the Marshall program. 

“If the money is held for later projects 
—for example, mining of colonial ores for 
shipment to U.S. strategic stockpiles— 
then the gift becomes virtually a loan, 
which France repays in commodities. 

“Projects for colonial development, 
shared with America, from which the 
United States would get long-term repay- 
ment for Marshall Plan aid, are consid- 
ered feasible.” 

The British, reports World Report's 
staff correspondent, Charles H. Kline, 


- 


ae Ries 


from London, did not segregate proceeds 
from Lend-Lease sales but undoubtedly 
would accept such a provision if it were 
made a condition of American aid now. 
“Generally speaking,” says Kline, 
“actual goods are so important to the 
European economy at present that the 
receiving governments are likely to be 
quite willing to pay lip service to the 
principle of setting aside local currencies, 
even if they eventually fail to follow 
through.” 
@ The fear of some Europeans is that 
America will use the recovery program as 
an opportunity to interfere excessively 
in their internal affairs. Such interven- 
tion would add fuel to Communist prop- 
aganda, which is saying that the real 
aim of the U.S. is to take over control of 
Western Europe. 


To get around the difficulties, Con- 


gress is to seek a solution that will com- 
bine minimum intervention with maxi- 
mum safeguards against further inflation. 
No matter what formula Congress de- 
vises, however, the U.S. is likely to be 
left with a stronger grip on Europe’s 
economy than ever before in history. 
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Gaunt chimneys in a Greek village show the need for homes 
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RECONSTRUCTION OF THESE AREAS WOULD WIN APPROVAL 
A main-line railroad in Greece reflects continued economic paralysis 
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PROSPECT THAT BUSINESSMAN 





Reported from 


A business manager may be 
called in to operate the Marshall 
Plan. 

The man selected under this 
proposal would decide who gets 
what from the United States. He 
would deal directly with busi- 
nessmen of America and Europe. 

The extent of the manager's 
authority now is being debated 
inside the U. S. Government. In 


the end, the job may carry almost — 


as much power as that of the 
Atomic Energy Commission. 


°° 0 

The task of directing the flow of 
American goods and dollars to Europe 
may turn out to be one of the biggest 
problems of the Marshall Plan. Even 
though the details have not been 
settled, it becomes apparent that ac- 
tual operations will be a one-man job. 
@ A government corporation, standing 
a little apart from normal government 
operations, is the suggestion of 19 prom- 
inent businessmen and financiers who, 
with Secretary of Commerce W. Averell 
Harriman, made an exhaustive study of 
America’s ability to help finance the re- 
covery of Western Europe. The same 
thing is suggested by a congressional 
committee doing preliminary work on 
the program. 

A director with broad powers over the 
day-to-day operations of the Marshall 
Plan is recommended by the Harriman 
Committee. It wants the salary to be 
high enough to attract “the most capable 
men in the United States.” 

A board of directors under the Harri- 
man proposals, would set over-all policy 
for the agency, but would not have a 
voice in the actual operations. Govern- 
ment departments involved in providing 
help for Europe—such as State, Com- 
merce and Agriculture—would be repre- 
sented. 

An advisory board also is contem- 
plated. The idea is that this board would 
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WASHINGTON 


be made up of representatives of busi- 
ness, labor and agriculture. It would con- 
sult with and advise the director. 

@ A business structure, thus, is shaping 
up to handle the buying and selling of 
goods for European recovery. 

Operations abroad, as envisioned in 
the Harriman report, would involve put- 
ting American experts into every coun- 
try obtaining supplies under-the Marshall 
Plan. The agents would operate under a 
European manager. 

Representatives of the agency would 
investigate requests from participating 
countries and would have much to say 
about what country gets what. 

Inspection of the end-use of American 
goods figures into the idea. The Harri- 
man Committee says, specifically, that 
United States representatives in Europe 
should “make sure that the materials and 
supplies sent over are put to proper use.” 

European inspectors would be directly 
responsible to the director of the new 
agency, not to resident ambassadors or 
the State Department. 

Operations at home, would require the 

new agency and its director to have 
general responsibility for obtaining the 
things Europe needs, and for seeing that 
they are delivered. Thus, it would be up 
to the agency to decide how individual 
commodities, such as steel, or food, are 
allocated among the participating coun- 
tries. 
@ Business deals on a direct basis be- 
tween American firms and a Marshall 
Plan corporation would be the result. In 
most cases, American suppliers would 
find themselves dealing with the director 
of the agency. Backed up by the board 
and advisers, he would have far-reaching 
and final authority. The Harriman pro- 
posals, if they go through, see these pos- 
sibilities: 

Contracts with private industry can be 
made, and canceled, as Europe’s needs 
shift from commodity to commedity. 

Export controls enter in. Export li- 
censes granted for shipments to the par- 
ticipating countries would require ap- 
proval of the new organization. It could 
step in and stop procurement, if it de- 
cided some country was ordering goods 
not essential to the over-all recovery 
program. 
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W. AVERELL HARRIMAN 
Called for a top-flight administrator 


Priorities might be resorted to as a 
means of assuring shipments. 

Set-asides are being suggested as one 
way to control critical materials. Under 
this idea, limited quantities of the things 
Europe needs most would be “set aside” 
for export. The Harriman report wants 
this system, if it is used, to be arranged 
through producers so that the effect 
“would be felt only indirectly by con- 
sumers.” 

Government procurement of supplies 
for Europe would be used only as a last 
resort, but the Harriman Committee 
wants the Government to have authority 
to make direct purchases if necessary to 
keep goods moving. 

Private operations are encouraged. 

Participating countries are advised to use 
private means of procurement wherever 
possible. 
@ Restrictions will be placed on any 
Marshall Plan corporation set up by Con- 
gress, which has the final say over how 
much money can be spent to help the 
countries of Europe. The President's 
advisers themselves suggest certain limits 
on the new agency's authority. 

Regular Government departments, 
rather than a new corporation, would de- 
cide what share of its production the 
United States needs to keep at home. 
The new agency would not have the 
power to fix the total proportion of any 
one commodity to be exported. Under 
this arrangement, the Marshall Plan cor- 
poration would have to put in its claims 
alongside those of America and the rest 
of the world. 

@ Final decision on what sort of an 
agency will handle the Marshall pro- 
gram will be made by Congress, not by 
White House advisers. Influential com- 
mittees in and out of Congress are in 
agreement, however, on the idea that a 
separate corporation will be needed to 
carry out the operation. The outlook is 
that a business manager—drawn from the 
ranks of private business in America— 
will get the job of supervising much of 
Europe's recovery. 
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WHY GERMANY IS FAILING AS PRODUCER 


Reported from BERLIN and FRANKFURT 


Increased industrial aid from 
the German Ruhr this winter is 
becoming a dimmer and dimmer 
prospect for Western Europe. 

Production and exports are 
lagging in Western Germany. 
Though coal output is rising 
slowly, goals are not being met. 
Power and transport are snagged. 

Western countries will have to 
put much more into Germany 
than they will get out for a long 
time to come. 
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Estimates are that it will be five to 
six years, at the very least, before 
actual production in Germany reaches 


the scale set by the United States and — 


Britain in last summer's level-of-in- 
dustry agreement. 

| Germany’s industrial revival is sought 
now as an adjunct of the Marshall Pian. 
The 16 participating countries of Western 
Europe are counting on a major contribu- 
tion from the Ruhr, which is potentially 
the Continent’s mightest production 
center. But the Ruhr is not producing. 

Production in “Bizonia,” the combined 
American-British zone of Germany, is 
only 39 per cent of the 1936 level. The 
U.S. and Britain have agreed to let Ger- 
man industry regain the 1936 level of 
output, one-third higher than the level 
agreed upon at Potsdam. But raising the 
goal has not raised current production. 

Exports from “Bizonia” this year prob- 
ably will not exceed $200 million, more 
than two-fifths short of the target, accord- 
ing to Thomas H. Hawkins, World Re- 
port's staff correspondent in Germany. 
Exports must exceed $2 billion if Ger- 
many is to return to the 1936 standard 
and pay for essential imports of food 
and raw materials. 

Shortages of food, coal, water power, 
transport, steel and other materials ham- 
per industrial revival. Getting Germans 
to work hard is another major problem. 

“Resentment is flaring now against dis- 
mantling of plants for reparations,” Haw- 
kins reports after surveys in Berlin and 
Frankfurt. “The German attitude this 


winter very easily can wreck chances for 
a successful ‘Bizonia.’” 

Plants marked for reparations were re- 
duced almost two thirds in number when 
the new level of industry was announced. 
But the agreement cleared the way for 
plant dismantling, which now is being 
resumed after long delay. German poli- 
ticians, who hoped Allied disagreement 
would prevent further reparations, are 
whipping up opposition to the program. 

“This resentment is overbalancing 
earlier enthusiasm for the raised level 
of industry,” Hawkins reports. “Tension 
is especially high in the British zone, but 
authorities in the American zone also are 
worried. 

“Planning and preparations for indus- 
trial effort this winter are much further 
advanced than at the same time last year. 
But there is also a greater undercurrent 
of bitterness. The Germans have never 
accepted their war guilt. They have lost 
a good share of their former hangdog 
obeisance to their conquerors. Now, 
using the larger degree of freedom 
granted by the Americans and British, 
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they are beginning to shout for more of 
the good things of life.” 

Food is the most vital element in at- 
tempting to boost German production. 
Every cut in German rations so far has 
brought an industrial slump. As a result, 
grain shipments to Germany, as shown 
in the chart on page 17, are to be 
lifted almost two thirds this year to make 
up for crop losses. Under the Marshall 
Plan, Western Germany is to get almost 
a quarter of the bread grain shipped to 
Europe in the next four years. But food 
consumption in Germany still will remain 
below the European average. 

Discontent of workers with their food, 
clothing and hours of labor is expected to 
be intensified this winter, particularly in 
the railways and coal mines. Strikes, 
protest demonstrations and political agi- 
tation are expected to provide difficulties 
for Allied administrators. 

@ Transportation is shaping up as the 
major problem for the period immediately 
ahead. 

Drought more severe than any Ger- 
many has experienced in 100 years is cur- 
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NEW RECRUITS FOR THE RUHR‘’S MINES 
Of every four men hired, only one decides to stick to the job 
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tailing water transport, in addition to 
reducing crop prospects and output of 
hydroelectric power by more than 20 per 
cent. Water levels in rivers and canals 
have fallen so low that inland water 
transport is handling only half its sched- 
uled tonnage. 

Railways face a larger burden as a re- 
sult, but railway facilities steadily are 
going downhill. Equipment is wearing 
out faster than it can be replaced. Repair 
facilities are so inadequate that ever 
larger quantities of rolling stock are being 
tied up for overhauling. More than 37 
per cent of the area’s freight cars and 55 
per cent of its locomotives are out of 
operation. 

Labor unrest, moreover, threatens to 
prevent maximum use of serviceable 
equipment. Railway workers are de- 
manding the special treatment now 
accorded only to coal miners. An incen- 
tive scheme gives miners extra _allot- 
ments of food and consumer goods, in 
addition to higher basic rations. Railway 
employes, who work 48 hours against 
the miners’ 36, argue that they are en- 
titled to similar benefits since they 
move the coal. 

An incentive plan for railway workers 
is under consideration. But even if ap- 
proved, it will take several months to 
introduce. The U.S. Army is releasing 
205,000 articles of surplus clothing to 
railwaymen-—shirts, jackets, mackinaws 
and trousers. But the clothing must be 
dyed. Deliveries are slow and resentment 
is mounting. 

Freight movement, meanwhile, is lag- 

ging. The Military Government's train 
between Berlin and Frankfurt often runs 
several hours behind schedule and worse 
conditions are in prospect this winter. 
Railways frequently are unable to move 
even top-priority freight. Preference 
currently is being given to movement 
of crops, and this has automatically 
reduced the amount of coal that can 
be carried. 
@ Coal, vital for fueling industrial re- 
covery in Western Europe as well as Ger- 
many, is piling up at the pitheads in the 
Ruhr because it cannot be moved. 

“Production of coal in the Ruhr prob- 
ably will reach 20 million tons for the 
fourth quarter of this year,” Hawkins 
reports. “But transport, at best, will be 
able to move 16 or 17 million tons. 
Added to coal already piled up, this 
means there probably will be four million 
tons of mined coal at the end of the year 
that cannot be delivered.” 

Increasing output of coal under these 
circumstances is to pay few dividends 
during the crucial winter months. The 
piling up of coal at the pitheads, in fact, 
may discourage harder work by the 
miners, despite incentive schemes that 
give them 4,000 calories a day com- 
pared to 1,550 for the “normal” con- 
sumer. Although production is rising, it 
still is not reaching target levels. 
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A RUHR FACTORY TURNS OUT MACHINERY FOR RUHR MINES: 


Goals set by the Marshall Plan rise 
steeply in the next two years, as shown 
in the accompanying chart. Daily output 
in October, however, fell 3,000 tons 
below the 245,000-ton target. Econo- 
mists doubt that present incentives can 
lift output above 250,000 daily. But 
daily goals for November and Decem- 
ber are 255,000 and 270,000 tons, re- 
spectively. 

More labor must be obtained to boost 
output substantially. Absenteeism and 


Production 
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(All figures in millions of tons ) 
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labor turnover are high. Four men must 
be recruited to obtain the permanent 
addition of one miner. Peak labor supply 
on any one day so far has been 257,000 
men, compared to 400,000 prewar. In 
one week in September, however, the 
number of miners fell almost 4,000 below 
the peak. 

“Miners simply walked away,” World 
Report's correspondent in Germany says, 
“to visit the countryside and buy food. 
Food foraging will increase during the 
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winter, with the risk of added absentee- 
ism.” 

Trade union protests against the new 
Anglo-American scheme for management 
of the Ruhr mines are expected to pro- 
duce strikes and demonstrations this win- 
ter, Hawkins says. Under this plan, 
German industrialists will run the mines 
under a joint Anglo-American administra- 
tion. The unions are to be represented 
only by an advisory committee. National- 
ization is to be postponed. 
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“Miners, probably in the majority, 
want socialization of the Ruhr proper- 
ties,” the Berlin dispatch says. “So do a 
considerable number of German econo- 
mists and businessmen. British policy is 
for nationalization. Agitation is likely to 
increase, and many Germans -still hope 
the American position can be made un- 
tenable.” 

@ Western European countries, mean- 
while, fear that they will not benefit as 
much as the Germans, even if produc- 
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PLAN FOR BREAD GRAINS: Western Germany's Share 
(Import goals of Western Europe in millions of fons) 
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According to plan, wheat from the United States will pay off in coal for Germany’s neighbors 


tion goals are reached in the Ruhr. 
American and British efforts to revive 
German industry mean that more coal 
will be consumed in Germany. This 
year, six out of every seven tons of coal 
mined in Germany is being burned 
home. 

For the near future, therefore, the like- 
lihood is that Germany will figure more 
as a competitor of Western Europe for 
coal, food and raw materials, than as a 
supplier of Europe's needs. 
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DELAY IN CRUSHING JAPANESE TRUSTS 


Reported from TOKYO and WASHINGTON 


Breaking up of Japan's prewar 
business monopolies is being de- 
layed by the indecision of United 
States authorities over how far 
to go with the program. 

Some American officials feel a 
thorough dismantling of the 
trusts will hamper Japanese re- 
covery. Others want a complete 
job to prevent a small group of 
businessmen from regaining 
power. 

Because of this deadlock, Ja- 
pan’s progress toward free enter- 
prise is at a virtual standstill. 

a 


@ The American program for de- 
stroying concentrations of economic 
power in Japan now is entering its 
fourth and final phase. 

The Zaibatsu, a group of families that 
formerly dominated Japan’s business life, 
has been broken up. The shares and se- 
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SHIPPING MONOPOLY 


Still remains in the hands of a few men 
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curities from a majority of their holding 
companies have been confiscated. Mem- 
bers of the families cannot take an active 
part in business for a decade at least. - 

A Japanese commission has been cre- 
ated under the supervision of occupation 
authorities to redistribute securities of the 
companies it dissolves and reorganizes. 

An antitrust law has been enacted by 
the Japanese Government at the request 
of American authorities. The law is in- 
tended to prevent new monopolies from 
developing. 

Still to be done is the breaking up of 
the remaining Japanese firms of a mo- 
nopolistic nature. Eleven hundred busi- 


’ ness houses are under investigation. They 


include banking, insurance, steel, coal, 
paper, textile, shipping and other key 
industries. 
@ The difficulties met by occupation au- 
thorities in taking the big trusts apart 
are demonstrated by the troubles in sell- 
ing the Zaibatsu securities already seized. 
The Japanese Holding Company Liqui- 
dation Commission, which is under U. S. 
supervision, has in its custody 400 million 
shares of stock, with a market value of 
$200 million. These represent control of 
well over half of Japan’s economy. 
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General of the Army Douglas Mac- 
Arthur's antitrust section favors prompt 
disposal of the stock so that the Japanese 
Government will not be tempted to start 
nationalizing industries. But the only 
group in Japan in a position to buy much 
of the stock is made up of black market 
operators and others in illegal enter- 
prises. A new financial clique could 
emerge which already has demonstrated 
a capacity for evading antimonopoly 
regulations. 

Directives from Washington suggest 
that employes, labor unions, co-opera- 
tives and other small investors should be 
given preference in acquiring the Zai- 
batsu securities. But a survey by Joseph 
Fromm, Tokyo staff correspondent for 
World Report, shows that there is little 
possibility that these groups will benefit 
from the sales. 

The factory workers, whom U.S. of- 
ficials would like to see buy their em- 
ployers’ businesses, are in no position to 
take advantage of the opportunity. 
Caught in the squeeze between rising 
prices and lagging wages, they can hard- 
ly make ends meet. 

Labor unions and the co-operatives 
also must be written off as possible pur- 
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PAPER MONOPOLY 


Some Americans oppose the house cleaning 





hasers of the Zaibatsu holdings. The 
unions, especially, are pinched for cash 
because the high cost of living is cutting 
into their collections of dues. 

Farmers and fishermen, two groups in 
Japan who are prospering from inflation, 
have the money to buy up most of the 
securities, but no effort has been made 
to educate them as to the possible bene- 
fits. The farmers and fishermen tradi- 
tionally are conservative and impover- 
ished. They are not used to having sur- 
plus money and regard the stock market 
as a mysterious business. 

Black market operators and building 
contractors are in a position to buy the 
securities. This year, the contractors will 
receive $500 million from occupation 
projects alone. The profits derived from 
black market dealings will be even larger. 

The Zaibatsu families, though forbid- 
den by law to buy back any of their se- 
curities, are expected in some cases to 
use friends or former employes as fronts 
to regain some of their former holdings. 

One member of the Zaibatsu privately 
boasts that he has 30 bank accounts un- 
der dummy names, says World Report's 
Tokyo correspondent. American authori- 
ties have tried to guard against this by 
freezing Zaibatsu funds, but they have 
not been entirely successful. 
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STEEL MONOPOLY: Workers that can’t make ends meet can’t buy the plants they work in 


@ How much further the United States 
will go in breaking up the economic mo- 
nopolies in Japan is being debated both 
in Washington and Tokyo. 

In Tokyo, occupation headquarters is 
divided over the issue. Officials in charge 
of the trust-busting program feel that at 
least 400 more combines must be reor- 
ganized if Japan is to achieve democratic 
capitalism and free enterprise. 

Another faction within headquarters 
maintains that no more than 50 key com- 
panies need to be reorganized. They 
would break up only companies that 
control more than 5 per cent of the pro- 
duction in any one industry. 

In Washington, both the State Depart- 
ment and the 11-power Far Eastern Com- 
mission are trying to determine how far 
the antitrust program should be carried. 
The State Department, originally in favor 
of going the limit, now is concerned over 
the possible effect on Japan’s already 
wobbly economy. 
€| Opposition in Japan to the final phase 
oi the economic reforms is the strongest 
American authorities have encountered 
during the occupation. Approval of the 
legislation by the Japanese Diet can be 
attributed only to the insistence of Amer- 
ican Officials, because it is opposed by 
all political factions. 
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The Liberal Party, which until last 
spring controlled the Government, op- 
poses the program. The party frequently 
is regarded as the voice of the Zaibatsu 
families and other monopolistic interests. 

The Communists contend decentraliz- 
ing business is impractical until there has 
been a thorough purge of reactionary 
elements within the Government. 

The Social Democrats, members of the 

leading political party, are fighting the 
program because it will complicate their 
plans for eventual nationalization of the 
countrys key industries. 
@ The final phase of freeing Japan from 
the tight grip that a few individuals and 
trusts long have held on the nation’s 
economy is about to be undertaken by 
the U.S., despite the general unpopu- 
larity of the program with the Japanese 
people. The objective is to develop 
healthier business conditions and also to 
discourage socialization of industries. 

In the coming showdown between 
American authorities over how far the 
program should go, advocates of a com- 
plete house cleaning are counting on the 
support of General MacArthur. The Gen- 
eral has recorded his strong feeling for 
free enterprise and has been an out- 
spoken critic of Japan’s wartime busi- 
ness leaders. 
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The United States has vital needs that must be met from 
abroad. Without imports, the nation’s productive machine would 
slow down. If the sea lanes that girdle the world were closed, 
American industry would be crippled at a dozen points. 

The Worldgraph shows the routes over which essential sup- 
plies are carried to the United States. Strategic materials are 
listed over the shipping routes they follow. The table at the 
right lists the most important items for which American business 
depends on overseas sources. 

Because the United States has immense. natural resources, 
there is a tendency to think that the American industrial and 
agricultural machine is self-sufficient. Because so much of the 
world depends on the United States for so many necessities, the 
importance of the commerce that flows to America is easily 
forgotten. 

The vast productive capacity of the United States is a basic 
factor in the present world situation. This production is a major 
item in the strength of the Western powers. Yet the experts 
realize that America can maintain its position of power and 
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security only as long as it is assured of access to the m 
lacks at home. 

By relying on synthetics and substitutes, America 
wholly self-sufficient, but at the price of the technical 
responsible for the superiority of American manu 
methods. For example, half a dozen of the metals listed 
as alloys and in combination with iron. Less speciagi: 
could serve the same purposes, but tools and mac 
from them would serve less well. For both rubber fc 
successful synthetic substitutes are available. Yet the¥e 
uses for which the natural products are better. Ther 
limited supplies of bauxite in the United States that cou 
all needs for aluminum. But many domestic ores cost 
refine and their use would result in higher cost for th 
metal. 

These and the other materials listed come from man 
the world, as shown on the Worldgraph. They flow in b 
far-flung strategic lifelines, which converge on the coa 
of the United States—particularly the Atlantic Coast. 
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The United States and Brit- 
ain are taking steps to acquaint 
the German people—and the 
rest of the world—with some of 
the things that went on behind 
the scenes during the period of 
Nazi-Soviet collaboration at the 
beginning of World War II. The 
story is contained in the cap- 
tured state papers of the Third 
Reich and in countless other se- 
cret documents. 

World Report presents an ex- 
amination of a secret paper 
typical of the confidential files 
not yet released. What follows 
is based on an official account- 
ing of how Stalin helped Hitler 
by mobilizing the resources of 
the Soviet Union to provide for 
the German Army. 
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T HE SECRECY is being removed from 
an important phase of Russo- 
German co-operation during the crit- 
ical first years of World War II. The 
flood of supplies that Russia poured 
into Germany when they were most 
needed is, thus, being revealed for 
the first time. 

The deal for supplies was signed in 
Moscow on Aug. 19, 1939, less than 
two weeks before Hitler launched his 
blitzkrieg on Poland. The terms were 
general in character, and the rest of the 
world was not inclined to attach high 
importance to the agreement. Some 
observers dismissed it as a propaganda 
gesture to promote the Nazi war of 
nerves. They argued that Stalin was 
too suspicious of Hitler to make any 
substantial deliveries. 

The skepticism was not without some 
foundation. Prior to the signing of the 


RUSSIA’S HELP TO HITLER 
IN FIRST 2 YEARS OF WAR 





agreement, trade between the two 
countries had been lagging. Soviet ex- 
ports to the Reich in 1939 did not 
total much more than 27 million reichs- 
marks. Soviet imports from Germany 
amounted to a million reichsmarks less. 


It was an explosively different trade 
picture in 1940. Russian shipments to 


Germany skyrocketed to 14 times the 


1939 value, according to the secret re- 
ports studied by World Report. And 
in 1941 the Russians were delivering at 
even double the 1940 rate—until Hitler 
abruptly invaded the Soviet Union on 
June 22. 

The goods Germany sent Russia in 
return came nowhere near matching the 
value of the supplies received. Ship- 
ments from the Reich in 1940 were 
valued at 191 million reichsmarks. In 
1941 the figure still was no higher than 
250 million reichsmarks. 


Under the agreement, as originally 
signed, Germany was to have extended 
Russia a credit of 200 million reichs- 
marks. The deal, as it worked out, 
wound up with the Russians extending 
credits to Hitler instead. Berlin was in- 
debted to Moscow for more than 234 
million reichsmarks. 


What impresses experts who have 
studied the reports for the 1939-1941 
period is the phenomenal speed with 
which Russia was able to step up de- 
liveries of basic foodstuffs and strategic 
materials. Considering the vast quanti- 
ties involved, the inadequacies of trans- 
port, and Russia’s own domestic needs, 
the performance was spectacular. 

The increases in Russian shipments to 
Germany were sensational. in virtually 
every category, but especially in grains. 
In 1938 Germany was getting no grain 
from Russia. In 1940 it received 810,- 
813 metric tons. Deliveries in 1941, up 
to the time of the invasion, were 713,- 
493 tons. 

With oil it was a similar story. Rus- 
sia’s exports to Germany jumped from 
5,000 metric tons in 1939 to more than 
700,000 tons in 1940 and were con- 
tinuing at close to that annual rate in 
1941 when Germany attacked. 

Russia also made a surprising show- 


U 


ing in making up some of Germany’s 
deficiencies in cotton. This was a vitally 
needed raw material, and the blockade 
had completely cut off Germany’s nor- 
mal sources of supply. The Russians 
provided 355,000 bales in 1940, and 
another 327,000 bales in 1941. The 
largest quantity Moscow had exported 
in any previous year, to all markets, was 
204,000 bales. - 

A study of the 1940-1941 trade fig- 
ures uncovers some further surprises. 
Russia emerges for the first time as an 
exporter of tin, copper and nickel. In 


1940 the Soviet Union surpassed both * 


Norway and France as a supplier of 
nickel to Germany, despite the fact that 
Hitler's troops had occupied those two 
countries by the middle of the year. The 
Russians even managed to deliver some 
tungsten, one of the scarcest materials 
in Germany's war economy. 

The statistics also show that Russia 
filled 55 per cent of Hitler’s import re- 
quirements in manganese, 71 per cent in 
chromites, 73 per cent in phosphate 
rock, 40 per cent in raw timber, 44 per 
cent in pulpwood, and 57 per cent in 
plywood. 

In return for its vast outpouring of 
goods, Russia collected mainly in pro- 
duction machinery—but not enough of 
it. On a strictly commercial basis, the 
Russians lost money on the trade deal 
with Hitler. However, they more than 
evened the reckoning by the territorial 
and political concessions obtained from 
Hitler during the life of the trade pact. 

In Russian imports from Germany, 
machine tools were the largest item. 
Next in importance were miscellaneous 
metal goods, pipe, coal, electrical 
equipment, turbines, engines and ex- 
cavators. The heavy shipments of pip- 
ing reflect Germany's keen interest in 
the expansion of Soviet oil production. 
Next to Romania, Russia was Hitler’s 
most important source of oil. 


Naval Assistance 


There is positive evidence that long 
before Hitler’s invasion, Moscow had 
about come to the conclusion that Rus- 
sia was getting the worst of its trade 
bargain. Documents speak of growing 
dissatisfaction with the industrial goods 
received from Germany, their high 
prices, the long delays in deliveries, 
and the Germans’ tendency to withhold 
the latest types of machinery. 

Russian-German co-operation from 
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1939 to June 1941 was not confined to 
a booming, if one-sided, trade in stra- 
tegic supplies. 

Documents coming to light represent 
Moscow as an active partner of Berlin 
in other ways. 

The outside world may have believed 
at the time that Hitler's pact with Rus- 
sia was netting him no more than 
“token” assistance. But the long-secret 
state papers contain entries that re- 
count more substantial aid. For. ex- 
ample: 

Russia: provided Hitler with a naval 
base near Murmansk. Commerce raiders 
outfitted there. 

Russia made possible at least one 
highly successful German raid on Pacific 
éhipping in 1941. Moscow provided the 
icebreakers that cleared the way for a 
Nazi cruiser across the top of the 
world to the Bering Sea, the starting 
point for her foray. 

Russian icebreakers again secretly co- 
operated during Germany's 1940 cam- 
paign in Northern Norway. This cam- 
paign ended in the British disaster at 
Narvik. 

Russia was ready to sell submarines 
to the Nazis. Only Hitler’s veto blocked 
this deal. He feared that the Kremlin 
would interpret such a transaction: as 
evidence of weakness in Germany’s war 
machine. 


FORGING THE BERLIN-MOSCOW AXIS: Molotov and Hitler come to terms that made Russia the arsenal for 


How extensive future revelations will 
be has not been decided. In the normal 
course of events, captured secret docu- 
ments of this kind would not be released 
for years. The fact that the Western 
powers have decided to ignore custom is 
traceable to the mounting bitterness of 
the Soviet propaganda campaign against 
them. 

The United States and Britain indi- 
cate that they feel they have no choice 
but to pit the record of past Soviet be- 
havior against the Kremlin’s current 
claims that Russia is infallible in inter- 
national affairs. 


What Hitler Gained 


According to the record, the Russians 
bargained with Hitler to extend their 
own orbit, taking over weaker states 
with his sanction and seeking Nazi 
acquiescence for still greater expansion. 
The West wants other nations to weigh 
this against Moscow’s insistence that 
Russia is the chief defender of small 
nations and their sovereignty. 

Would the course of the war have been 
different if extensive aid for Germany 
had not been forthcoming from the So- 
viet Union? 

The documents now available seem 
to leave little doubt that the supplies 
from Russia were a major factor in bol- 
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stering Germany's strained economy 
during most of the first two years of 
the European war. Experts question 
whether the Nazis could have risked 
new military adventures after Poland 
without the assurance of such support. 
Economists believe that Hitler's own 
confidential records make it clear that 
the Third Reich depended on Soviet 
supplies to tide it through the winter of 
1939-40, which preceded the conquest 
of Northern and Western Europe. 

Six weeks before the invasion of 
France, Reichsmarshal Hermann Goer- 
ing gave Hitler this report in a 
headquarters conference on March 29, 
1940: 

“Army and nonmilitary supplies (of 
oil) will be used up at the end of May, 
and those of the Luftwaffe by July.” 

As events turned out, Hitler overran 
France before the end of June. How- 
ever, the minutes of a staff conference 
the very next month relate that the 
Fuehrer told his chief aides that the 
petroleum problem was still “most press- 
ing.” And his mind was not yet easy 
on future food supply. 

It would appear quite significant that 
it was not until the Nazis were able to 
organize the resources, man power and 
the vast stores of supplies captured in 
the West that Hitler set out to conquer 
the Soviet storehouse in the East. 
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CUT IN COAL SHIPMENTS ABROAD 


Reported from WASHINGTON, LONDON 


European homes and factories 
will get less American coal this 
winter. 

Shipments for the rest of the 
year are to be cut below the big 
exports of last summer. 

The reduction, added to Eu- 
rope’s other difficulties, may wipe 
out coal stockpiles in some coun- 
tries during the cold months 
ahead, crippling vital industries. 


Coal shipments from the United 

States to Europe for November and 
December are expected to be close to 
three million tons each month. In Au- 
gust, they totaled 4,424,000 tons. 
@ Reduction in U.S. exports is to 
keep Western Europe on short rations 
of fuel throughout the winter. The 
trouble is that European production 
of coal is running at the rate of only 
455 million tons. Before the war, it 
average around 600 million tons. 
And more coal is needed now than 
then. 

The result is that there is little cushion 
to protect against cold weather or pos- 
sible interruptions in American supplies. 

Seasonal increases in demand for coal 
in the U.S. are cutting into the volume 
of fuel allocated for overseas shipment. 

Many American factories already are 
reporting that they cannot satisfy their 
own requirements, especially for high- 
grade coal for use in steel making. 

Plants in the Great Lakes area are de- 
manding more of the types of coal mined 
in the West Virginia and Virginia coal 
districts. This has forced diversion of sup- 
plies from mines closest to the Atlantic 
ports. 

Mild weather so far has eased the situ- 
ation in the United States, but reserves 
above the ground are less than is nor- 
mally considered a safe margin. Most 
recent surveys reported stocks sufficient 
for 37 days, only one week more than 
the 30-day period considered to be the 
danger line. 

Shortage of freight cars to carry coal 
away from American mines is slowing 
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down the restoration of United States 
production,’ American output fell when 
mining hours were cut last June, but it 
has been going back up. 

Owners of American mines agree that 
output could be considerably better than 
it is now if cars were supplied to remove 
coal from pitheads. Digging has to stop 
when storage yards are filled up. 

An additional 50,000 coal cars are 
needed now. Many miners have been 
idle at least one day a week recently be- 
cause of the transportation bottleneck. 
The car shortage, for example, is blamed 
for cutting 18 million tons from the 1947 
output of mines in northern West Vir- 
ginia alone. 

Some relief from the shortage of trans- 
port is expected as winter approaches. 
Open-top cars that have been in use for 
carrying sand, gravel, building materials 
and sugar beets will be released soon in 
many sections of the country. 

Production of coal cars is increasing, 
too. From 2,000 a month, which has 
been little more than enough to replace 
cars going out of service, the rate is being 
pushed up toward 5,000 a month. 

Scarcity of coking coal in the United 
States has resulted in some _ protests 
against heavy exports to Europe. 

Coking coal is fuel that is especially 
needed in the metallurgical industries. 
It is high in heat production and low in 
sulphur content. 

Because of the high cost of shipping 
bulk cargoes across the Atlantic, some 
European buyers have been offering 


premium prices for American coking 
coal. They want to get as much heat - 


production per ton as possible. 

The steel industry in the United States 
is asking the Government to limit the 
movement to Europe of coking coal to 
actual industrial needs of that high-grade 
fuel. Objection is made to the use of 
coking coal for steam generation in Eu- 
rope when lower-quality fuel is avail- 
able. 

Lack of dollars abroad may make it 
impossible for Europe to buy all the coal 
that has been set aside by the United 
States for export in the weeks immedi- 
ately ahead. 

France and Italy, whose coal needs are 
the biggest in Western Europe, will have 
to decline some of the December cargoes 


‘allocated to them unless they can scrape 


up more dollars quickly. 


and PARIS 


@ European stocks of coal are below 
minimum needs for industry and home 
heating during the winter. 

Upsets in current rates of coal produc- 
tion would leave stocks ranging from a 
week’s supply in some places to little 
more than a month in others. 

Record receipts of American coal dur- 
ing the summer failed to build up the 
stocks in. Western Europe, as had been 
hoped. A substantial part of the coal in- 
tended for a winter reserve had to be 
diverted into the manufacture of electric- 
ity. Production of electrical energy from 
water power was cut sharply because of 
the summer drought. 

France is forced to distribute coal to 
industry on a week-to-week basis. Paris 
dispatches say that the lack of fuel sup- 
plies that had been counted on is forcing 
a slowdown in the country’s recovery 
program. 

French production of coal this year has 
been above 1938 averages, but has not 
been enough to meet current schedules. 
Before the war, France imported 1,650,- 
000 tons per month. This year, it has 
been getting 1,100,000 tons of coal a 
month from other countries. 

Italy has a reserve of about 700,000 
tons of coal, little more than enough to 
last three weeks in the event of an emer- 
gency. 

Shipments from the United States un- 
der current allocations are 153,000 tons 
less than they were during the summer 
peak. Even so, Italy would like to cut its 
dependence on American coal further 


_because of the high cost of transporting 


the cargoes across the ocean. 

Great Britain is in much better shape 
with respect to coal reserves than it was 
last winter. But it still has none to spare 
for the European Continent. 

British stocks now are estimated in 
London reports at 1644 million tons, com- 
pared to a reserve supply of 10,878,000 
tons a year ago. 

Recent spurts in British coal produc- 
tion indicate that the target of 200 mil- 
lion tons in 1947 will be met. If output 
can be kept high next year, Britain 
should be able to resume limited coal 
exports to other European countries. 

German production in the Ruhr is im- 
proving, but transport snarls prevent 
efficient use of the coal. 

Stockpiles at Ruhr mines now amount 
to 1,200,000 tons, three times their nor- 
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mal size. Rhine barges cannot move the 
coal because of low water levels in the 
river, and German rail transportation 
still is far from adequate. 

Polish output of coal also is increasing, 
but most of it has been going to countries 
of Eastern Europe. More will be avail- 
able for Western Europe next year if 
Poland’s mine machinery can be rehabili- 
tated. That, however, involves loan prob- 
lems still unsolved. 

Coal output from the mines of Europe 
generally is below the rates prevalent 


US. COAL TO EUROPE: Drop From Year's Peak 


Monthly shipments in millions of long tons 


before the war. This is due, largely, to the 
lack of skilled labor, added to acute 
shortages of food and adequate housing. 
Added to this is the need for technical 
developments, plant replacement and 
modernization. 

@ Bigger shipments of American coal 
are not likely to be sent to Europe before 
March, It will be that long before domes- 
tic supply can catch up with the more 
urgent demands of American industry 
or before the car shortage can be sub- 
stantially relieved. 


~ 


pe” BP. 
World Report (Phote from U. S. Maritime Commission) 


One approach to the transport prob- 
lem is to be an effort to cut down the 
time coal cars are held at the mines. 
Government advisers figure that speedier 
handling of cars at the mines, plus new 
cars now being built, will make possible 
a renewal of heavy exports of American 
coal. 

That goal is to get considerable atten- 
tion from American officials in the weeks 
to come. Unless it is achieved, the entire 
program of European recovery will be 
slow in getting under way. 
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THREAT OF BREAKDOWN 
IN ANGLO-DANISH TRADE 


Reported from LONDON and COPENHAGEN 


Denmark is turning to Russia 
and other countries to find new 
markets for the products it used 
to sell Great Britain. 

Negotiations for a new British- 
Danish trade agreement are 
bogged down. Britain balks at 
the Danish price for dairy prod- 
ucts and bacon. The Danes claim 
that it would be ruinous for them 
to accept less. 

With resentment growing on 
both sides, the Danes are look- 
ing for other buyers. 


o 0 °O 


Lagging production in Britain and 
rising costs in Denmark are disrupting 
the trade between these nations that 
has been profitable for generations. 

Denmark would like to go on sup- 
plying Britain with eggs, butter, 
cheese and bacon. Britain needs them 
and, in return, would like to provide 
the major share of Denmark’s imports, 
as in prewar years. But so far both 
are at odds over the terms. 

@ Prices are at the root of the trouble. 
Denmark wants 61 cents a pound for 
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TRACTORS MEANT FOR DENMARK 





its butter, an increase of about 40 per 
cent over the price last year. Britain 
offers only 45 cents a pound. For bacon, 
Denmark asks 42 cents a pound, an in- 
crease of 46 per cent. The British offer 
30 cents. On eggs, the price is up 53 per 
cent, with Denmark asking 52 cents 
a dozen. Britain bids only 45 cents. 

Denmark contends that increased pro- 
duction costs make higher prices manda- 
tory. Danes point out that for the last 
two years the British have been getting 
Danish bacon and dairy products at 
about half the price charged other Euro- 
pean customers. 

Denmark also holds Britain respon- 
sible for failure to deliver the coal, steel 
and textiles on which Danish industry 
depends. This failure has forced Danes 
to buy elsewhere, and at higher prices. 

British claim is that, with better man- 
agement, Denmark could keep prices 
down. Britons argue that Danish farms 
are not operated at maximum efficiency 
and have been supporting “feather bed,” 
or unneeded, labor. The British say that 
they are getting dairy products and 
bacon from Commonwealth countries at 
much lower rates than the Danes ask. 

Moreover, it is London’s position that 
the Danes cannot develop other markets 
comparable to Britain. 

@ New markets are being sought by 
Denmark. Information from Copenhagen 
shows that the Danes are meeting con- 
siderable success. The problem of dis- 
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Britain was embarrassed when it couldn‘t deliver 


26 © WORLD REPORT * 


BUTTER MEANT FOR BRITAIN 


posing of an exportable surplus of 30,000 
tons of butter over the next six months, 
for example, has been largely solved. 
Normally, two thirds of the butter would 
go to Britain. 

Instead, the Danes are selling 12,000 
tons to Russia, 5,000 to Switzerland, 
4,000 to Belgium, 1,500 to France and 
1,000 to Czechoslovakia. 

London’s comment is that Denmark’s 
new markets are only temporary. Rus- 
sia’s buying is attributed to the fact that 
the Baltic states have not recovered 
sufficiently to supply the Leningrad 
area. The Swiss purchases are con- 
sidered emergency deals that will cease 
when that country’s own dairy in- 
dustry revives. 

London dispatches question whether 
Denmark is making much from its new 
customers. For the butter sold to Russia, 
the Danes got livestock feed, but only 
at a stiff price. France paid off in wine, 
perfume and silks—goods Denmark could 
do without in the present emergency. 
From Czechoslovakia, Denmark has had 
to accept bicycles and nonessential ma- 
chinery. 

None of the new customers has pro- 
vided any of the coal, steel and textiles 
the Danes most need for their factories. 
@ Future of Anglo-Danish trade is un- 
certain. Increased production on both 
sides could solve the problem, but that 
is not in sight. Some experts believe a 
stopgap solution would be a_ barter 
agreement guaranteeing both prices and 
delivery dates on goods the two coun- 
tries normally exchange. But this has not 
been tried. 

It remains to be seen whether opera- 
tion of the Marshall Plan will lead to 
a break in the present impasse. Unless 
that happens, both Britain and Denmark 
stand to lose longstanding and needed 
markets. 





The Danes say the price was too low 
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shortage of skilled man power is to be a serious bottleneck in the recovery 
program for Western Europe. 

France, Britain, Sweden and other countries need 677,000 additional 
workers. Trouble is that three quarters of these must be skilled. 

Surplus workers, mainly in Italy and among displaced persons in occupied 
areas, add up to 2,500,000. But most of these are unskilled or semiskilled. 

For instance, 60,000 coal miners are needed; 5,000 are available. Nearly 
100,000 skilled workers are needed in industry and building; 73,000 available. 

Return of prisoners of war by the end of 1948 raises difficult problems, 
particularly for France and Belgium. Many of the prisoners are being used in 
the coal mines. Efforts will be made to induce them to stay. 

Large-scale training will be necessary if Surplus man power in Western 
Europe is to be used effectively. Training is expensive and takes time. 

Italy, the big reservoir of surplus labor, plans to continue meeting needs 
of other countries in several ways. Countries can request workers by the 
hundreds or thousands. Or contractors and their own labor gangs will be hired 


out. Or organized groups--technicians, specialists, skilled and unskilled 
workers--will be furnished for road, railway, port, utility work. 


Shunting workers around Europe is complicated by housing shortages and by 
agifficulties in sending wages home in usable form. 


Heavy emphasis on raw materials and equipment needed by the Marshall Plan 
countries softpedals this basic problem in man power. } 




















Look for Belgium to join the long list of countries curbing imports..... 

Drain on Belgium's gold reserves has been heavy in recent weeks. 

Imports from the U.S. are running more than 10 times exports to the U.S. 

Luxuries and semiluxuries will feel the ax first and soon, as imports are 
cut back. Belgium has been one of the oases of prosperity in devastated Europe. 
Only ones left now are Switzerland and Portugal. 

Norway, another country in a solid financial position, is pruning imports. 
Norway's problem is paying for regular imports and ,at the same time, for re- 
building of her merchant marine. Present sacrifices mean earlier profits from 
her shipping. Norway was importing few frills. 

Sweden's curbs on unessential imports, lately tightened up, may not do the 
job of balancing income and outgo. More Swedish production may have to be 
diverted from Eastern to Western markets where dollars can be picked up. 

What all this means is that countries exporting luxuries like automobiles, 
perfumes, fine textiles and radios are in for a bad time. France, more de- 
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WORLD COMMERCE AND INDUSTRY-=-(Continued) 


pendent than others on such sales, will be hit hardest. British and American 
exporters of automobiles also will feel the trend. 

Odds are also that more and more effort will be made to sell luxuries to 
the U.S. The only other important markets now fully open to such trade are 
South Africa and Switzerland. Smaller markets are in Cuba and Venezuela. 

One luxury, diamonds, still sells well. Diamonds are like gold. Many 
people prefer gold or diamonds to paper currencies in these uncertain times. 





American business is taking more interest in revival of Japanese trade..... 

A_ group of New York banks is considering the idea of financing textile 
exports from Japan. Loans would be given to cover imports of cotton and other 
raw materials. Proceeds would result from sale of cotton goods overseas. 
Stumbling block is currency. Japan might not he able to sell cotton goods for 
"hard" currencies. There's little enough hard money around. But Malaya has some. 

Easiest way for American business to reopen Japanese trade would be through 
established firms in Japan. But the biggest firms there in prewar days were 
the gigantic combines, known as the Zaibatsu. 

General MacArthur wants to break up the combines. And the Japanese Gove 
ernment, as a result, is committed to the same policy. 

This is easier said than done. 

Something has to be done with the Zaitbatsu securities. Stock control 
Should be distributed widely. But there are few reputable buyers in Japan 
today, outside Zaibatsu ranks. Black marketeers and a few others can buy stocks 
and bonds. The Government may have to keep the securities for later sale. 

Managers of Zaibatsu firms are virtually the only trained executives in 
Japanese business. Their talents have to be used. 

Fear is that they will remain as powerful as ever. 

Free enterprise in Japan, MacArthur's goal, then would become a joke. The 
control of Japan's business future is turning into quite a problem. 























As the zero hour approaches for aid to Western Europe, Washington still 
is looking for the answers to a lot of questions. 

This much is certain: Dollars will be set aside for Europe. Bipartisan 
Support for the program is expected. Even last spring both Republicans and 
Democrats in Congress lined up majorities behind Greek-Turkish aid and poste 
UNRRA relief. Feeling in the U.S. now is more firmly behind aid to Europe 
than it was then. And most congressmen are affected by what they saw in Europe. 

But there's a good chance that stopgap aid will be the only action of the 
Special session. Long-term aid then would be for the regular session. That 
would give more time to consider a whole array of problems. Congressmen then 
could test sentiment back home over Christmas before making these decisions: 

What part of the long-term aid will be loan, what part gift. 

What controls would be set up over spending. 

Choice of type of agency to run things. A joint business-Government vene 
ture? Responsible to Congress? To the President? To the State Department? 

What means to use to stabilize Western European currencies. 

Whether and what checkreins should be put on U.S. inflation. 

Taxes must be considered. Also, allocations and export controls. 

These and other decisions will not be easy to make. Congress needs time, 
It's flooded with suggestions. There's a lot of sorting out to do. 
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REPORT OF HARRIMAN COMMITTEE 
ON EUROPEAN RECOVERY AND U.S. AID 


Full text of the summary of the report on ‘European Recovery and American Aid” 
prepared by President Truman’s Committee on Foreign Aid, and full texts of the 
sections of the report dealing with ‘‘Food and Agriculture’ and “Steel and Iron and 
Plant Equipment,” two of the major items involved in the European Recovery Program. 

The Committee, headed by U.S. Secretary of Commerce W. Averell Harriman, 
submitted its report to the President, who made it public at the White House on Nov. 8, 
1947, as a prelude to his recommendations to Congress on the question of United 


States assistance toward European recovery. 


Summary of Findings Presented to President 


I. Principles 


President’s Committee on Foreign Aid was asked to 

determine the limits within which the United States could 

safely and wisely extend aid to Western Europe. It has ap- 
proached this assignment in a spirit of realism. 

We believe that the future of Western Europe lies very 
much in its own hands. No amount of outside aid, however 
generous, can by itself restore to health the economies of the 
16 nations which met at Paris in July. Except in Western 
Germany, where the United States has direct governmental 
responsibility, the success of any aid program depends ulti- 
mately on hard work and straight thinking by the people and 
the governments of the European nations themselves. The 16 
nations, and Western Germany, comprise over 275 million 
men and women. They possess great agricultural and indus- 
trial resources. Even at its present depressed state, the pro- 
duction of this area is vastly greater than any aid which this 
country can provide. Such aid must be viewed not as a means 
of supporting Europe, but as a spark which can fire the engine. 

The Committee is also aware that the volume of aid re- 
quired from the United States is of such proportions that it 
will place a substantial burden on the people of the United 
States. For all its resources, the United States is no limitless 
cornucopia. The population of this country represents some- 
thing less than 7 per cent of the population of the world. This 
country has heavy responsibilities at home as well as in Eu- 
rope, in Asia and in our own Hemisphere. The aid which we 
give represents, to be sure, only a small fraction of our total 
production. But at the present time, there is no slack in the 
American economy and every shipment abroad of scarce goods 
—especially food which Europe must have—adds to the in- 
flationary pressure at home. 

The Committee regards as nonsense the idea which pre- 
vails to a considerable degree in this country and abroad that 
we need to export our goods and services as free gifts, to in- 
sure our own prosperity. On the contrary, we are convinced 
that the immediate economic danger to the United States is 
inflation, which means, among other things, a shortage of 
goods in relation to demand. We believe that our goal should 
be to bring about a condition where exports from this country 
are more nearly balanced by a return flow from abroad of 


services and materials essential to our own economy. We also 
believe that the European nations desire to achieve such 
equilibrium in the interests of their self-respect and prosper- 
ity. To make this equilibrium possible should be a major ob- 
jective of any program of aid. 

The interest of the United States in Europe, however, 
cannot be measured simply in economic terms. It is also 
strategic and political. We all know that we are faced in the 
world today with two conflicting ideologies. One is a system 
in which individual rights and liberties are maintained. The 
opposing system is one where iron discipline by the state 
ruthlessly stamps out individual liberties and obliterates all 
opposition. 

Our position in the world has been based for at least a cen- 
tury on the existence in Europe of a number of strong states 
committed by tradition and inclination to the democratic 
concept. The formulation of the Paris report is the most 
recent demonstration that these nations desire to maintain 
this concept. But desire is not enough. The democratic system 
must provide the bare necessities of life now and quickly 
rekindle the hope that, by hard work, a higher standard of 
living is attainable. If these countries, by democratic means, 
do not attain an improvement in their affairs, they may be 
driven to turn in the opposite direction. Therein lies the 
strength of the Communist tactic: It wins by default when 
misery and chaos are great enough. Therefore the countries 
of Western Europe must be restored to a position where they 
may retain full faith in the validity of their traditional ap- 
proaches to world affairs and again exert their full influence 
and authority in international life. 


ll. Policies 


The success of any program for aid which may be adopted 
will depend on the policies which this country and the 
European nations pursue. It should be made a condition of 
continued assistance under such a plan that the participating 
countries take all practicable steps to achieve the production 
and monetary goals which they have set for themselves in the 
Paris report. Failure to make genuine efforts to accomplish 
these results would call for cessation of further assistance. 

However, aid from this country should not be conditioned 
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on the methods used to reach these goals, so long as they 
are consistent with basic democratic principles. Continued 
adherence to such principles is an essential condition to con- 
tinued aid, but this condition should not require adherence 
to any form of economic organization or the abandonment 
of plans adopted in and carried out in a free and democratic 
way. While this Committee firmly believes that the American 
system of free enterprise is the best method of obtaining 
high productivity, it does not believe that any foreign-aid 
program should be used as a means of requiring other coun- 
tries to adopt it. The imposition of any such conditions would 
constitute an unwarranted interference with the internal affairs 
of friendly nations. 

The goals which the European governments have set for 
themselves and with which our Government may legitimately 
concern itself are conditioned by the nature of the European 
economic problem. The reasons for the inability of Western 
Europe to balance its accounts with the rest of the world at 
the present time are generally understood and are ably ana- 
lyzed in the CEEC (Committee for European Economic 
Co-operation) report. Western Europe is cut off from the 
food and supplies which flowed from Eastern Europe before 
the war. Foreign investments and shipping revenues have 
been lost. The costs of essential food and raw material imports 
have risen and are still rising. 

To overcome these disadvantages, European production 
must expand well above prewar levels; yet in important indus- 
tries, especially coal mining, and important areas, especially 
Germany, it is lagging badly. It is the judgment of all com- 
petent observers that these troubles flow from an acute short- 
age of working capital and from the serious disintegration of 
organized economic life rather than from wartime physical 
destruction. Working capital in the form of fuel, raw materials 
and food is needed to sustain Europe until its production is 
built up. Some capital equipment is needed to further the 
rehabilitation of industry. An effective restoration of the pur- 
chasing power of money is essential to the resumption of 
ordered economic life. 

The Paris report cannot be praised too highly for its em- 
phasis on this point, It clearly states that European production 
can expand only as currencies and exchange rates are sta- 
bilized, as budgets are balanced and as trade barriers are 
reduced. Postwar experience has abundantly proved that if 
money demand is vastly in excess of the supply of goods, 
the effects of “repressed inflation” are almost as bad as the 
disease itself, Germany is merely the most horrible example 
of an attempt to restore economic life without giving people 
a money they can trust. In this situation, the rapid spread of 
black markets undermines the respect for law. Normal mone- 
tary incentives cease to operate. The worker has no just reward 
for his labor and the farmer refuses to sell his produce. 
Resources are dissipated. Trade degenerates to barter. Con- 
trols tend to become self-perpetuating. 

Achievement of monetary stability would allow a gradual 
restoration of normal incentives and a gradual return to a 
system where individuals, and enterprises, both public and 
private, can operate in markets. It would also allow the sta- 
bilization of exchange rates, which is all but impossible so 
long as inflation proceeds apace. It is obvious that this situa- 
tion makes balance of payments problems that much more 
difficult. The Committee believes that in the near future some 
adjustment of exchange rates must be made. The prelude to 
that is internal monetary reform. 

The Paris report rightly emphasizes the need for scaling 
down restrictions on trade between countries. But the reduc- 
tion of tariffs is of little moment if exchange controls and 
other controls have to be maintained indefinitely. Whatever 
one’s attitude toward planning and free enterprise may be, 
there is all but universal agreement that true economic 
recovery depends on releasing the energies of individuals and 
cutting down on time-consuming regulation of production 
and distribution. 
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lll. Needs and Capacities 


In emphasizing these points, the Committee is simply 
making explicit the principles that are imbedded in the Paris 
report. It does not wish to imply that confidence in currencies 
can be restored without increased production abroad com- 
bined with substantial injections of American aid. It believes 
that the need for holding inflation in check in this country 
and in Europe bears directly on the magnitude of the aid we 
can and should extend. 

The Committee found little evidence that the goals set at 
Paris to restore standards of living were excessive in terms of 
basic necessities. Even if all the estimates submitted at Paris 
were to go through as planned, Europeans would not be 
eating as well in 1951 as they ate in 1938. If food were 
available, it would pay to meet these estimates in full in 
the interest of political stability. This is especially true in 
the case of Western Germany, where more food is essential 
to secure more coal production and the revival of an economy 
now obviously on dead center. 

The Committee, however, is not convinced that the partici- 
pating nations at Paris were wholly realistic in their plans 
for capital expansion. On the first point, it is obvious that if 
Europe is to be revived and made self-supporting—if our aid 
program is not to degenerate into just another relief pro- 
gram—the European nations will have to rehabilitate their 
capital plant. But it cannot be too strongly stated that the 
process of investment and capital formation imposes a severe 
strain on the country undertaking it. It means the introduction 
of money income into the economy, with no comparable out- 
put of consumer goods to sop up this purchasing power. This 
process is highly inflationary. To the degree that capital goods 
are sent to Europe from the United States, it is true, the 
strain is transferred from European economies to our own. 
Nevertheless, the secondary effects of large capital programs 
should not be overlooked. At the present time, gross invest- 
ment in the United States is running at about 17 per cent 
of total national product at the height of a boom. Some of the 
European nations have attempted to exceed this rate. It seems 
unlikely that European nations can prudently afford to sus- 
tain capital formation on as large a scale as they have planned. 
What this means, in effect, is that housing programs and capi- 
tal development may have to be slowed down until European 
recovery is much more advanced than at present. 

In addition, the program written at Paris may have to be 
modified by a shift in the amounts going to the separate 
countries. As this shift is made, we believe that the amount 
of aid allotted to Germany may have to be higher than was 
set at Paris. This Committee wishes to state emphatically that 
the overwhelming interest of the United States is to prevent 
the resurgence of an aggressive Germany. The fears of neigh- 
boring nations are thoroughly understandable. On the other 
hand, it is generally admitted that the revival of Ruhr coal 
output, along with the increase in British coal output, is the 
crux of the problem of getting Western Europe back on its 
feet. Apparent savings to the American taxpayer, accom- 
plished by spending too little money on Germany, have thus 
far been more than offset by the consequent deterioration of 
the general European economic situation. 

The final determining factor in the size of a prudent 
program is the availability of commodities in this country. 
The Committee has canvassed such availability in detail. At 
the Paris Conference, it was concluded that the Western 
Hemisphere simply did not have the food resources to supply 
all of the estimated needs. As against estimated need for 
35 million tons of grain, the Paris Conference conceded that 
25 million tons was the maximum which could be obtained 
from the outside world with about nine million tons coming 
from the United States. In 1947, the United States will 
probably export some 15 million tons of grain with about 
nine million tons going to Europe. In view, however, of the 
poor American corn crop and the lack of fall rains, only a 
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Members of the President’s Committee saw ample strength in America to help build up Europe 


most favorable crop year in 1948 would make any such 
performance possible. 

With a number of other commodities, the situation is only 
a little less stringent. Steel and the steel-making materials, 
especially scrap, are in particularly short supply in the United 
States. Because it is a basic industrial material, the effects of 
this shortage are pervasive. Coal exports at a high rate are 
possible, though they are imposing a strain on the United 
States transportation system and there may be a few short- 
ages in the coming winter. The margin between supply and 
demand of petroleum products is very narrow in this country. 
The European countries do not expect to import this 
commodity from the United States in volume, but the 
shortage, like that of steel products, is world-wide. There 
is little likelihood that these requirements set forth at Paris 
can be met. 

The situation is much the same in regard to most of the 
items of machinery and equipment the European nations 
need. In the middle of an agricultural boom, the demand 
of American farmers for farm machinery is well beyond the 
capacity of the industry. As to mining machinery, coal 
output is at a high rate and American mine operators are 
buying as much machinery as they can obtain. Heavy 
electrical equipment of all kinds is perhaps the tightest 
industrial item of all. The story is much the same for certain 
of the basic raw materials. 

These remarks do not imply that the United States can do 
little toward the rehabilitation of Europe. European govern- 
ments and private firms have placed large orders in the 
United States for industrial equipment. A- voluntary food- 
conservation program has been initiated to make food avail- 
able for export. In spite of shortages here, manufacturers of 


automobiles and farm machinery are voluntarily maintaining 
exports. If funds were available to finance European pur- 
chases and if European requirements were known in detail, 
exports could at least be maintained, and in many cases 
stepped up. In over-all terms, a foreign-aid program would 
not even require the maintenance of present rates of exports. 
The conclusion that does emerge from the examination of par- 
ticular markets for particular commodities is that supply will 
be a limiting factor in many cases and that many European 
requirements cannot be met in full. 


IV. The Magnitude of American Aid 


On the basis of revised estimates of European imports and 
exports, the Committee calculates that the cost of the Euro- 
pean aid program to the Government of the United States 
would be about $5,750,000,000 for the first year, and 
between $12 and $17 billions for the whole program here 
suggested. 

These figures are not comparable to those contained in the 
Paris report. The latter are estimates of the deficit the partici- 
pating European countries would incur in their trade with 
the Western Hemisphere. They measure the margin by which 
the European countries expect their payments in dollars for 
goods and services imported from the Western Hemisphere 
to exceed their receipts in dollars. 

The Paris estimates of imports have had to be revised down- 
ward, mainly on the grounds of unavailability of goods. To 
the extent of this revision, the estimated cost cf the program 
was also reduced. At the same time, it was necessary, on 
grounds of realism, to revise downward the European esti- 
mates of exports and to modify the figures in a number of 
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other ways which increase the cost. The result was an estimate 
by the Committee that the balance of payments deficit would 
be $1 billion to $1% billion lower in the first year and possibly 
as much as $5 billion lower for the whole plan than that 
contained in the Paris program. 

The Committee’s estimate of the cost to the United States 
Government is a smaller figure than the foreign-trade deficit. 
First, a reduction must be made for the part of the program 
that can be financed through the International Bank. Second, 
there may be private financing. Third, a large part of the 
European deficit with the American continent is with coun- 
tries other than the United States. In its own interest, the 
United States will probably have to supply funds to cover 
a part of this deficit but we should not have to finance it in 
full. When allowance is made for these deductions, the result- 
ing figures are those given above for the cost to the United 
States Treasury. 

It is helpful to compare the figures for the cost to the 
United States Government with what the United States has 
been doing for Europe in the past. Before the run on sterling 
in July, the annual rate of withdrawals on the British loan 
was about $2,600,000,000. In addition, in the first half of 
1947, the rate of withdrawal on other European aid pro- 
grams—relief, UNRRA and special grants—was about $2 bil- 
lion. In 1947, the United States assumed only half of the cost 
of German occupation, but in 1948 it seems likely that it 
will have to assume the whole burden, amounting to about 
$1 billion. 

When all these factors are taken into account, the program 
of aid proposed for 1948 proves to be a moderate increase 
on what the United States has in the recent past been spend- 
ing in Europe and what will probably have to be expended 
in Germany in any case. In addition the program calls for 
increased lending operations by the International Bank. 

Looking to the years beyond calendar 1948, the Committee 
emphasizes that any estimates are altogether speculative. The 
American people have an understandable interest in trying to 
ascertain the drain on their resources in the future. But it is 
totally impossible, and indeed unwise, to attempt to calculate 
this with accuracy. The Paris Conference suggested that the 
total European foreign exchange deficit for the four-year 
period 1948-1951 would be about $22 billion. The Commit- 
tee’s estimates range from $17 to $23 billions. When deduc- 
tions are made for various types of financing, the range of 
possible appropriations would be $12 to $17 billion. But the 
Committee cannot emphasize too strongly that any aid ex- 
tended to Europe must be on a year-to-year basis. It must be 
subject to constant, vigilant review of the Congress. 


V. Finance and Administration 


Even to carry out a prudent program in 1948 entails the 
execution of certain fundamental policies on the part of the 
United States Government and the most careful administra- 
tion. The Committee believes that any aid to Europe offered 
by the United States should be financed out of taxes, not out 
of borrowing. The maintenance of a surplus in the United 
States Treasury is a necessity in this inflationary period. 

A foreign-aid program will require means to make avail- 
able goods that are in short supply. Voluntary measures should 
be relied upon wherever possible. If and when they are 
not, the Government will probably require authority to set 
priorities in order to insure the availability for export of 
limited amounts of the items most critically needed. It 
might also have to issue limited orders to control consump- 
tion of critical materials such as those still in effect for tin. 
Especially in the field of food it might be necessary to use 
the device of requiring that limited quantities be set aside 
for export. 

It must be emphasized that these suggestions apply only 
to the foreign-aid program and not to the broad problem of 
inflation. The Committee is convinced that inflation is a 
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serious deterrent to the stability of the American econ- 
omy, but any consideration of a program to control infla- 
tion would have been beyond its competence and its term 
of reference. 

The Committee is convinced that the administration of the 
program is of primary importance because it will be necessary, 
for reasons given above, to adjust the program as it goes 
forward. To insure unity of administration, it is recom- 
mended that a new independent agency be set up in the 
Federal Government. The head of this agency should be 
appointed by the President and confirmed by the Senate. A 
board of directors should be appointed, representing the 
departments of Government concerned with the program, 
including the Secretary of State and such other persons as 
the Congress may see fit to add. 

The head of the new organization should be chairman of 
this board, which should have power only to establish and 
adjust general policies within the framework of congressional 
action. 

The operating decisions should be made by the head of 
the new organization, but it will be necessary for him to work 
out effective means for co-operation with the State Depart- 
ment concerning these major decisions which have an impor- 
tant bearing on the foreign policy of the United States. 

The closest possible relations should be maintained between 
the new organization and the Congress. This is a question to 
be solved by the Congress, but we suggest it might be done 
by a special joint committee created for this purpose, as in 
the case of the Atomic Energy Commission. | 

The new organization must have a chief representative in 
Europe, reporting directly to the head of that organization, 
and responsible to him, to deal with the continuing committee 
set up by the participating countries, and also to co-ordinate 
the activities of the various local representatives of the organi- 
zation in those countries. In addition, representatives will be 
needed in the different countries. They will have to report to 
and be under the direct control of the head of the new or- 
ganization. But they should keep the ambassadors in the re- 
spective countries informed of their communications. In all 
cases where there is necessity for taking up important mat- 
ters with governments, it should be done by the ambassador 
to the end that there will be only one diplomatic representa- 
tive of the United States in these countries. Due to the need 
for flexibility in the program, the Committee recommends 
that the corporate form of organization be given careful con- 
sideration. 


Vi. Summary 


The basic conclusions of the President’s Committee on 
Foreign Aid may be summarized as follows: 

1. The hope of Western Europe depends primarily on the 
industry and straight thinking of its own people. 

2. The United States has a vital interest—humanitarian, 
economic, strategic and political—in helping the participating 
countries to achieve economic recovery. 

3. The aid which the United States gives will impose defi- 
nite sacrifice on this country. 

4. The magnitude of Western Europe’s deficit with the 
American continent in 1948 will be of the order of $7 billions, 
but when all possibilities of financing are taken into consider- 
ation, the approximate need for appropriations past and fu- 
ture to cover the calendar year of 1948 may be on the order 
of $5,750,000,000. 

5. The extension of such aid, now or in the future, calls 
for anti-inflationary fiscal policies on the part of this country, 
and a new agency to administer the aid extended. 

As a final word, both on the magnitude of the program 
recommended and on the policies outlined, it is well to bear 
in mind that success depends on giving way neither to over 
optimism nor to undue pessimism. It is one thing to propose 
a program, it is another to see it through. The immediate 


months and indeed years ahead are not apt to be easy either 
for this country or for the European nations. It is not wise 
to underestimate the steepness of the climb. 

By the same token, however, it is essential to maintain 
perspective. The years following World War I were years of 
intense dislocation and dissolution both at home and abroad. 
Yet, by 1924, Europe, which seemed totally disorganized in 
1919, was well on its way to recovery. Even more in point 
would seem to be the wartime experience of this nation and 
other democracies. In 1940, it seemed inevitable that a large 
part of what we call Western civilization was irreparably lost. 


In late 1941, following Pearl Harbor, the fortunes of this 


nation were at an all-time ebb. Yet four years later, complete 
victory had been gained. American arms stood triumphant 
in the East and in the West, and it was obvious that the 
United States had entered into a new period of power, 
prestige and responsibility. The following years have con- 
tained many disappointments. Wartime alliances have melted 
away. Yet it is safe to say that at no time in history has there 
been more need for Western Europe and the United States to 
stand firmly together. And who will say that, if we apply to 
the making of the peace the same spirit which triumphed in 
war, we may not see an equally dramatic vindication of the 
ideals and principles of free men everywhere? 


Requirements for and Availabilities of Goods 


A. The Significance of the Analysis 


The data which serve as a base for an analysis of European 
requirements are those developed by the participating coun- 
tries at the Paris Conference. Such defects as exist in the plan 
produced at Paris result rather from the nature and magnitude 
of the European recovery problem than from fault of the 
nations’ Paris representatives. Those defects nevertheless make 
it necessary to attach a number of qualifications to any judg- 
ments of a plan for European recovery. 

Restoring and maintaining European equilibrium requires 
not only the recovery of production in the participating coun- 
tries but also economic recovery in other areas—the Far East, 
for example. It is ultimately dependent on the achievement 
of a stable pattern of world production and world trade. 
The program developed at Paris, therefore, plainly cannot be 
and does not purport to be a definite answer to. the problem 
of attaining European equilibrium. 

The Paris program, of which the validity and the execution 
are considered in this report, is essentially a series of estimates 
of economic probabilities in various fields, both in Europe 
and elsewhere, which in turn have served as the sbasis for 
fixing certain economic targets, judged to be reasonable and 
attainable, at which the program is aimed. Neither the Paris 
program nor any commentary on it should be regarded as 
a detailed blueprint in which the ultimate success of full 
European recovery by 1952 is in any way guaranteed. 

The complex interrelationships of the various parts of the 
European program necessarily mean that the specific goals of 
such a plan should be subjected to periodic reappraisal. Seek- 
ing to bring together the ambitious production aims of the 
several countries and their import requirements from the rest 
of the world in order to produce a detailed balance sheet for 
such a period as 1948-51 would be a wholly specious enter- 
prise. As a single example, the progressive increases in eco- 
nomic activity for which the Paris program hopes depend 
heavily on the importation of food. Without it, the production 
goals simply will not be met. And yet the availability of food, 
even for a period less remote than 1951, is impossible to fore- 
see. Setting up a timetable for European recovery which would 
be both specific and would also cover an extended period 
would be an adventure in prophecy rather than a task of eco- 
nomic planning. It must therefore be realized that the eco- 
nomic judgments which are presented in the following sections 
will inevitably have to be modified in size and altered as to 
timing in the light of changing conditions during the period 
of European recovery. : 


B. The Nature of the Analysis 


A full examination of the Paris program in relation to 
requirements for American aid would call, as the first step, 
for an effort to appraise and to judge the validity of the levels 
of consumption and production which are proposed in the 


Paris report, and of the basic objectives which underlie them. 
It has not been possible to do a thorough job of appraising 
European capabilities. There are considerable differences of 
quality and completeness in the evidence available in the 
several fields, and these differences have inevitably affected 
the nature of the results. Thus, in the cases of coal and of 
food, the quantity and quality of the available material have 
made possible judgments which can be put forward with 
some degree of confidence. In other cases, such as most of 
the manufactured goods and electric power, the qualifications 
attaching to the analysis are very much greater. 

The following sections, in which the individual commodi- 
ties and commodity groups are considered, are as thorough 
as the available statistics and time permitted, but their neces- 
sarily uneven quality must be borne in mind. Revision of the 
European requests has in some cases been upward, and in 
some cases downward; in each instance on the basis of the 
most careful analysis that was possible. 

The second stage in such an analysis should be an examina- 
tion of the interrelationships and consistency of the various 
production goals. Here such problems as the adequacy of 
coal production to sustain the proposed level of economic 
activity, the relation of fertilizer production and use to agricul- 
tural production, the impact on machinery and equipment 
output of revised goals for steel production, and many others 
must be considered. It has been possible at this time to 
express only the roughest sort of judgments on the consistency 
of the interrelated goals of the European recovery effort. 

The third stage, that of examining American and world 
supply availabilities, has been, by reason of more complete 
statistics and the co-operation of domestic industry, a some- 
what easier task. The appraisal which is here presented, and 
the indications of the limitations which availabilities will 
impose on the levels of export are more dependable than other 
parts of the analysis. 

These estimates of European net import requirements and 
of world availabilities have formed the basis for an over-all 
appraisal of the Paris Conference proposals, and has resulted 
in judgments suggesting modifications both as to size and as 
to timing of the European program and of the plans of the 
several countries. 


C. Food and Agriculture 


The Committee finds it necessary to treat the food supply 
problem in two distinct stages: (1) the critical 1947-48 
period during which supplies in the Northern Hemisphere 
must come from crops already harvested, and (2) the longer- 
range 1948-51 period during which policies may be carried 
out to increase the production and availability of essential 
foods not only in the participating countries and Western 
Germany but elsewhere throughout the world. 

The immediate situation. In its interim report, the Com- 
mittee recognized the extremely critical-food situation which 
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faces Europe during the current year, The factor responsible 
for intensification of the food crisis in Europe this year is 
weather, An extremely severe winter killed an unusually large 
percentage of the winter wheat crop. This was followed by 
a summer drought which greatly reduced yields of spring- 
planted crops. In consequence, bread grain production in the 
participating countries is five or six million tons below last 
year and more than 10 million tons below prewar. Production 
of coarse grains, potatoes and milk is also below last year’s 
level. 

Unless imports are increased above last year, economic 
recovery in several countries will be seriously retarded and 
rations of nonfarm consumers will not be sufficient for heavy 
work. Some urban groups in these countries will be at or 
below the 2,000-calorie level. Such a level means low energy 
and productivity and is conducive to political unrest. The 
effects of such a diet continued month after weary month 
can scarcely be comprehended by those of us who are con- 
suming or exceeding the average United States diet of 3,250 
calories per day. 

The current emergency demands the fullest possible utili- 
zation of food resources in Europe, in the United States and 
in the other food-exporting countries of the world. In Europe, 
food collections from farms must be pushed to the limit. Price 
and other policies should be adjusted as rapidly as possible to 
curtail grain feeding of hogs and poultry and provide addi- 
tiorfal grain for human use. It is impractical to expect that 
more than a part of the drop in food production can be offset 
by reduced livestock feeding, since hog and poultry numbers 
in several countries are already 30 to 50 per cent below pre- 
war. In addition, the extreme shortages of consumers’ goods 
and the general distrust of the currency in some countries 
continue to discourage sales by farmers. However, the Com- 
mittee feels that part of the impact of the current food short- 
age can and must be directed upon the livestock population 
in order that nonfarm consumers may have food enough for 
productive work. 

Exportable supplies of food in countries other than the 
United States may be as much as five million tons larger this 
year than last. However, it seems probable that half of this 
increase will go to other countries, leaving only two to three 
million tons of the increase physically available to the CEEC 
countries and Western Germany. Even this amount cannot 
actually be imported unless means of financing the movement 
are found. In recent months several countries have been 
forced to reject part of their allocations of Cuban sugar due 
to lack of dollar exchange. The dollar crisis now facing France 
and Italy threatens to curtail their imports of even the most 
basic foodstuffs—grain—unless immediate steps are taken to 
break the exchange bottleneck. 

The Committee feels that the urgency of the current food 
crisis in Europe cannot be overemphasized. For a time, it 
may prove to be doubly advantageous for the United States 
to assist the participating countries to purchase food in areas 
outside this country, to avoid adding to inflationary pressures 
that are pushing prices upward here and to enable the needy 
countries to buy in the lowest-priced markets. Failure to meet 
urgent food needs now from any source where food is avail- 
able on reasonable terms will certainly delay and possibly 
prevent even approximate realization of the longer-term goals 
of economic recoverv in Europe. 

The present emergency also imposes a heavy responsibility 
upon the United States to maximize exports from domestic 
supplies of grains and other foods. To that end, the President 
has called for nation-wide conservation and has created the 
Citizens Food Committee to conduct an extensive campaign 
among all users of grain and grain products to conserve grain 
and provide increased amounts for shipment overseas. We 
urge wholehearted support for this voluntary conservation 
program—the spirit as well as the letter. At the same time, 
the Committee believes that Congress should be asked to 
restore to the executive agencies the authority to take certain 
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additional measures if they are found to be necessary to back 
up the voluntary program. The responsible administrative 
agencies should recommend to the President and Congress 
the restoration of those limited powers which they conclude 
are necessary if the program is to be carried out with mini- 
mum adverse effects upon the domestic economy. The food 
distribution regulations applied by the Secretary of Agricul- 
ture from time to time to processors and distributors of a few 
of the most important agricultural commodities illustrate the 
nature of the measures the Committee has in mind for which 
legislative authority no longer exists but which may become 
necessary to prevent waste and assure that essential needs 
are fully met. 

During recent weeks, the Department of Agriculture has 
procured substantial quantities of grain for export. There is 
reason to believe that the current price differential between 
wheat and corn, coupled with the voluntary efforts of farmers 
to limit wheat feeding, will reduce the quantity of wheat fed 
to livestock considerably below earlier estimates. Although 
there is no reason for complacency, the Committee feels that 
real progress has been made and that substantially larger 
quantities of grain will be acquired for export than had been 
considered feasible prior to the issuance of the Committee’s 
interim report. Whether a quantity equal to last vear’s total 
can safely and wisely be exported will depend on winter 
wheat crop prospects next spring. If the outlook is for below 
average yields, it may be advisable, as suggested in the Com- 
mittee’s interim report, to hold back some wheat to cover 
vital requirements in the next crop year. This possibility un- 
derlines the necessity for rigidly screening United States food 
exports to all areas in accordance with the principles of great- 
est need and maximum contribution to world economic re- 
covery. 

Although this Committee has given greatest emphasis to 
grains, it is highly important that other products which are 
reasonable in cost and in relatively adequate supply be in- 
cluded in the export program. Where commodities of higher 
cost are accumulated as a result of price-support activities, it 
would be appropriate to subsidize their export on a basis 
more nearly competitive with grain in terms of cost per 
calories. 

Finally, the Committee is informed that exports of nitrogen 
fertilizer from the United States have been lagging badly and 
that there is considerable danger that the quantities allocated 
to Europe will not be exported in time for application to 1948 
crops. The Committee urges that every effort be made to 
speed up shipments of nitrogen fertilizer with a view to ex- 
porting the full IEFC allocation from commercial channels 
by the end of February. It may not be feasible at this late 
date to increase commercial exports above the present alloca- 
tion but we urge that this possibility be seriously considered 
by the fertilizer industry and by the administrative agencies 
concerned with the export program. 

The 1948-51 situation. Before the war, most of the partici- 
pating countries and Western Germany were heavily depend- 
ent upon imported food and feed. Many of these were (and 
are) highly urbanized and industrialized: Only a fourth of 
the total population of this group of countries lived on farms, 
and in the United Kingdom little more than 5 per cent, Over 
a third of total calories consumed were based on imports, 
including shipments from colonial areas. During 1934-38, 
vearly imports averaged about 25 million tons of grain, 
3,200,000 tons of fats and oils, 3,700,000 of sugar, 1,700,000 
of meat and considerable quantities of other foods. 

Of the 25 million tons of imported grain, about 11 million 
were used for livestock feed. In addition, five million tons 
of imported oil cake, including the oil cake equivalent of im- 
ported oilseeds, were so used. These imports of coarse grains 
and oil cake made up more than a third of total supplies 
ot concentrate feeds in the participating countries and West- 
ern Germany, and a highly developed livestock industry was 


based upon them. 


PN et tS a 


The war seriously disrupted food production not only in 
Europe but in many of the exporting areas which had formerly 
supplied Europe. As a consequence both of war and drought, 
food production in some of the participating countries in 
1945-46 was a third lower than before the war. At the same 
time, imports of most foods other than bread grains were very 
substantially below prewar. Both production and imports of 
most foods increased during 1946-47 but recovery was se- 
verely set back in 1947-48 by the succession of winter-kill 
and drought already noted. 

The general objective reflected in the CEEC report is to 
return as rapidly as possible to approximately the prewar 
agricultural pattern. Significant changes are contemplated in 
individual countries, but this generalization applies broadly 
to the participating countries as a group. 

The food production plans of the participating countries 


and Western Germany are summarized in the following 
table: 


Production of Basic Foodstuffs in the Participating 
Countries and Western Germany 


(Million metric tons) 


1934-38 1946-47 194. 48 1948-49 1949-50 1950-51 
average 


Wheat and rye 34.0 28.3 21.4 30.2 32.7 34.0 
All cereals 64.5 55.6 48.9 60.3 63.4 65.8 
Oils and fats’ 2.8 2.0 2.2 2.5 2.7 2.9 
Sugar 3.4 3.3 3.4 3.6 3.7 3.9 
Meat 9.0 5.9 6.0 6.5 7.2 8.1 
Milk 71.5 55.7 57.0 61.9 65.9 73.4 
hee | butter. Source: Committee of European Economic Co-operation, 
ol. 2. 


This production program must be viewed against the back- 
ground of an 11 per cent increase in population from 1934-38 
to 1950-51. Since total production is estimated at about pre- 
war levels, per capita production in 1950-51 is implicitly as- 
sumed to be some 10 per cent below prewar—probably 20 per 
cent in Western Germany and about 5 per cent in the other 
countries taken as a group. 

Net import requirements as stated in the summary report 
on Food and Agriculture are not simply totals of the figures 
submitted by individual countries. In the case of several basic 
foodstuffs, these totals obviously exceeded supplies which 
were likely to become available. Consequently, the group 
totals were scaled down—grain imports in particular from 
about 30 million down to 25 million tons. Estimates of oil 
cake requirements were reduced 1% million tons in each 
year, and smaller reductions were made for other commodi- 
ties during all or part of the 1948-51 period. 

The CEEC report makes no statement as to the calorie 
levels implied in the production and import programs. In 
general, the figures submitted by individual countries would 
point to calorie levels equal to or above prewar. However, the 
scaled-down estimates of import availabilities, coupled with 
the estimates of indigenous production, imply either a lower 
average calorie intake than before the war or an increase in 
calories from cereals to offset decreases in other foods. If 
livestock were made the residual claimant on grain and if 
relatively high flour extraction rates were maintained, calorie 
levels in 1950-51 could equal the prewar average in most 
countries. However, the composition of the average diet in 
most countries would be inferior to the prewar level, with 
perhaps the sharpest reduction in meat. 

The livestock program of the CEEC report is shown in the 
following table: 


Livestock Numbers in the Participating Countries 
and Western Germany 


(Millions) 
1934-38 
Item average 1946-47 1947-48 1948-49 1949-50 1950-51 
Cattle’ 75.0 74.9 74.8 76.6 78.4 80.4 
Hogs 41.1 26.1 25.7 28.2 32.3 37.1 
Sheep 106.3 100.6 97.5 103.5 106.9 109.5 
Horses 3.4 12.4 12.4 12.2 12.1 11.9 
Poultry 538.1 432.9 459.4 508.1 571.2 611.5 


‘Including milk cows. Source: Committee of European Economic Co-opera- 
tion, Vol. 2. ( Appendix C of report on Food and Agriculture ). 


By 1950-51, the total amount of feed grains and oil cake 
required to support this program would be fully as great as 
actual utilization before the war. Very roughly, the planned 
increase in cattle and poultry numbers in countries other than 
Western Germany might require five million tons more 
grain and oil cake than before the war if prewar rates of 
feed consumption per animal unit were restored. On the 
other hand, the indicated numbers of cattle, hogs and poultry 
in Western Germany as of 1950-51—about 10, 30 and 40 per 
cent respectively below prewar—would require perhaps three 
million tons less grain than prewar. 

The livestock program has already suffered a temporary 
setback as a result of severe drought during the summer and 
early fall. The CEEC has issued an addendum to the original 
report which recognizes this condition. In response to the 
intensified grain shortage, several of the participating coun- 
tries are planning increased acreages of bread grains for 1948, 
and livestock numbers are being reduced by the pressure of 
limited grain and forage supplies. For the immediate future, 
this reduction is helpful rather than otherwise, as it tends 
to release grain for food use. 

In view of the present critical shortage of grain throughout 
the world, the Committee feels that much greater emphasis 
must be given during the next two years to grains for human 
consumption than is implied in the original CEEC figures in 
order to insure food supplies and rebuild reserves to a safer 
level. After this has been accomplished, the expansion of live- 
stock can be safely undertaken as increased feed grain sup- 
plies become available from indigenous production or from 
other countries. The Committee is not prepared to say that 
the livestock production estimates cannot be achieved by 
1950-51. However, it feels that very favorable circumstances 
will be needed for their achievement by that time. 

On the basis of preliminary analysis, the Committee feels 
that even the scaled-down estimates of import requirements 
for grain—25 million tons a year—will be very difficult to meet. 
The CEEC hopes to obtain 9 to 10 million tons of grain a 
year from the United States. During 1946-47, with total 
United States grain exports, the largest in history, of roughly 
15 million tons, the participating countries and Western Ger- 
many got something like 9 million tons. If weather during the 
next three years is about average for both wheat and corn, 
the United States might be able to export 10 million tons 
ot ‘grain (about 370 million bushels wheat equivalent) to all 
destinations but the entire quantity would not be available 
to Europe. The CEEC also expects 8 to 10 million tons of 
grain yearly from other American countries, mainly Argentina 
and Canada. This amount is probably within their capacity to 
supply. Most of the balance is expected to come from “the 
anticipated reappearance of traditional exportable surpluses 
in the U. S.S. R. and Eastern Europe.” 

The correctness of this last assumption is a vital element in 
the recovery program outlined by the participating countries 
and Western Germany. Before the war, the flow of grain 
from Eastern to Western Europe, including movements from 
Eastern to Western Germany, averaged roughly five million 
tons a year. This Committee believes that grain shipments 
from Eastern Europe during the next three or four years will 
increase from current low levels but will not reach the prewar 
rate within the period of the Marshall Plan. On balance, the 
outlook is that grain imports from all sources will be below 
even the scaled-down import estimates. Certainly the United 
States cannot be depended on to export 9 or 10 million tons 
of grain annually to the CEEC countries. 

As a possible offset, it may be that European crop yields 
for the later years are estimated too conservatively. If the 
increased applications of fertilizer called for in the production 
plan are realized, they should lead by 1950-51 to a significant 
increase in grain production over prewar and to similar im- 
provements in other crops and forage. This assumes, of course, 
that by 1950-51 other factors affecting production, including 
the morale of the farm population, will be as favorable as 
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before the war. This condition should be largely realized if 
the over-all recovery program is successful. 

The recovery program in Europe also depends to a very 
large extent upon the resumption of prewar exports of foods 
other than grains from established producing areas. In the case 
of fats and oils, an energetic recovery program, such as was 
conducted so successfully in the Philippines, should produce 
similar results in certain other areas. Recovery in several 
areas is hampered by lack of incentive goods. In the Nether- 
lands Indies and Manchuria, it is further complicated by 
political factors. The rehabilitation of traditional sources of 
fats and oils offers one of the quickest and most impor- 
tant methods of increasing food supplies available to Europe. 
If dollars are needed to implement recovery in the sup- 
plying areas, it must be remembered that such dollars 
may be even more productive on a continuing basis than 
the same amount spent for food shipments from the United 
States, 

It should be noted that increased population and increased 
incomes in some of the former supplying areas have materially 
increased their domestic consumption, In order to provide pre- 
war supplies for Europe, it will be necessary to increase pro- 
duction in some of these areas considerably above prewar 
and also to develop new supplies in other areas which have 
some underutilized land resources, 

Europe is not a large consumer of rice. Nevertheless, the 
recovery of rice production in the exporting countries of 
Southeast Asia will make an extremely important contribution 
to European food needs, Before the war, Burma, French Indo- 
china and Siam exported an average of 5,700,000 tons of 
milled rice vearly, During 1947, exports from these countries 
are expected to total less than 14 million tons. The rice deficit 
areas of the Far East have in consequence made large de- 
mands upon world supplies of wheat and coarse grains. If rice 
could be made available to the deficit areas in prewar 
amounts, exports of wheat and coarse grains to the Far East 
might be reduced from 1946-47 levels by two or three million 
tons, with corresponding increases in supplies available to 
Kurope. 

Although rice acreage and production in Burma and Siam 
are increasing, unsettled political conditions in French Indo- 
china are expected to cause a further decline in production 
below last vear. The need for a political settlement in French 
Indochina, and for production and trade goods in all three 
countries is on the same footing as the need for recovery in 
the major surplus areas for fats and oils. The Committee 
recommends that the Government do everything in its power 
to stimulate this recovery process. Part of the responsibility 
for effecting political settlements in French Indochina and 
the Netherlands Indies rests with two of the participating 
countries and this question is certainly germane to the over- 
all recovery program for these countries. 

Before the war, sugar production in the Philippines, For- 
mesa and Java averaged 3,400,000 tons, Last vear, production 
in these areas totaled only 100,000 tons. Recovery is pro- 
ceeding in the Philippines and production may approach pre- 
war levels by 1951. However, little progress is being made 
in Java and Formosa. If further analysis of world grain avail- 
abilities points to very substantial shortfalls below require- 
ments, it may become important for the participating countries 
and Western Germany to increase sugar consumption at least 
to prewar per capita levels, In this situation, recovery of sugar 
production in Java would assume almost the same urgencv 
tats and ails 
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It has been noted above that, with weather equal to the 
I9ST-46 average, United States grain exports to all destina- 
tians might average about 10 million tons a vear during the 
period af the Marshall Plan 

Exports of foods other than grains could in general be 
maintained at or near 1946-47 levels and could in some cases 
be increased if necessary financial and distributive arrange- 
ments can be worked out. Such commodities as dried fruits, 
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dry peas, dry beans and nonfat dry milk solids could be made 
available in larger quantities than last year. 

The CEEC requirements of food and feed from the United 
States have not been spelled out in detail except for the 
figure of 9 to 10 million tons of grain. Since some United 
States grain will go to other areas, it seems likely that our 
grain exports to Europe will average significantly lower than 
the CEEC estimate over the 1947-51 period, even assuming a 
rapid recovery of rice production in the Far East. It is 
understood that the CEEC estimates of dollar cost also assume 
a substantially larger quantity of meat from the United States 
than is likely to be available. This item was relatively small 
in tonnage but large in dollar value. Judging from over-all 
dollar figures, stated requirements for other foods in the 
aggregate are well within our ability to supply. 

The Committee wishes to preface its discussion of fertilizer 
and agricultural machinery by underlining a basic point which 
has not been sufficiently emphasized in the preceding pages. 
During 1946-47, the United States exported nearly 15 million 
tons of grain. This figure exceeded total grain exports from all 
other countries combined. This year, with the largest wheat 
crop in our history but below-average production of corn; 
we may be able to approach this record again. In both of 
these years, weather has been unusually favorable to wheat 
production, especially in the Great Plains where two thirds 
of our wheat is grown and where wheat yields are highly 
variable from year to year. 

Average weather during 1948-51 would mean United 
States grain exports of about 10 million rather than 15 mil- 
lion tons a year. However, there is a strong possibility that 
weather during one or more of the years immediately ahead 
will be unfavorable to wheat. During 1934-36, as a result of 
drought, the United States was on a net import basis not only 
for wheat but for corn as well. With world grain stocks now 
at exceedingly low levels, the effect of such a development 
would be extremely serious. Hence the greatest urgency at- 
taches to the task of restoring food production in Europe and 
in areas upon which Europe depended before the war. The 
abnormal dependence of food-deficit countries throughout 
the world upon exports from the United States must be re- 
duced as rapidly as possible. 

One of the most important factors in accomplishing this 
would be increased utilization of chemical fertilizers in Eu- 
rope. The level of fertilizer use proposed by the participating 
countries in 1950-51 is about twice the prewar average. There 
is no question but that this is a desirable goal and that such 
quantities of fertilizer can be effectively used. The planned 
increase in phosphates presents no apparent problem. The 
potash goals require substantial imports from Eastern Ger- 
many but the quantities involved as of 1950-51 should be 
within the capacity of that area to supply. 

The most urgent problems exist with respect to nitrogen 
fertilizers. During 1946-47 some nitrogen capacity in Europe 
was underutilized due to lack of coal. Information received 
from the CEEC countries at the end of October indicates 
that this situation has now been corrected in practically all of 
the countries and that little further increase in production 
can be obtained solely through supplying additional coal. A 
number of plants were damaged or dismantled during the 
war. In view of the importance of nitrogen to crop production, 
these facilities should be rehabilitated without delay except 
where security considerations are clearly involved. Steel 
and equipment for this purpose should be given the highest 
pnonty. 

Revised figures received from the CEEC countries in the 
past tew days indicate substantial net import requirements 
tor nitrogen in 1947-48, 1948-49, and 1949-50—440,000, 297,- 
000 and 149,000 tons, respectively. The stated requirement 
figure for 1947-48 is far in excess of prospective imports, 
though not in excess of needs. As a minimum program, the 
Committee recommends that the full 1947-48 commercial allo- 
cation be shipped in time for application to 1948 crops. The 
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Committee believes that nitrogen exports in 1948-49 can and 
should .be increased above this year’s level. United States ni- 
trogen output could be increased by fuller utilization of syn- 
thetic ammonia capacity owned by the Government, and by 
construction of facilities required at these plants to permit 
the production of finished nitrogen fertilizer materials in inte- 
grated operations. Sustained production from these facilities 
will be of benefit to United States farmers long after the Mar- 
shall Plan period. 

Nitrogen exports from the United States can make a highly 
significant contribution to food production during the next 
two or three years. However, the probable dollar value of 
these nitrogen exports is only about 1 per cent of the esti- 
mated value of United States exports of food. 

The participating countries have outlined an ambitious 
program of farm mechanization. Stated import requirements 
for tractors and farm machinery from the United States total 
roughly $1 billion for the four-year period. This is at least four 
times the recent annual rate of United States exports to these 
countries. The production goals of the participating countries 
are equally ambitious. Output of medium and light tractors, 
already more than double the prewar average, is scheduled to 
be more than 10 times the prewar figure by 1951. This would 
cover the stated domestic requirements and leave almost half 
the production for export. Proposed output of all other farm 
equipment and parts in 1950-51 is more than three times the 
1946-47 rate. 

Farm mechanization can be beneficial in several ways. It 
permits more thorough preparation, and more timely planting, 
cultivation and harvesting. It compensates for labor shortages 
or releases labor for nonfarm employment. It would be diffi- 
cult, however, to establish any precise quantitative relation- 
ship between further mechanization and the resulting increase 
in food production. The replacement of draft animals by 
tractors, of course, releases land for the production of human 
food, but a very rough calculation indicates that if the stated 
tractor requirements were fully met, less than 4 per cent of 
the arable land would be so released. 

Without questioning the ultimate desirability of farm mech- 
anization, the Committee doubts, on the basis of available 
information, whether it is feasible to accomplish this degree 
of mechanization within the four-year period. On the basis 
of estimates supplied by the principal United States exporters 
of agricultural machinery, it appears that the amount of 
machinery which could actually be sold and paid for in local 
currencies in the CEEC countries in 1948 is substantially 
less than the stated import requirement, although the esti- 
mated demand is more than double the actual rate of sales 
during 1947, 

In summary, the amount of American-produced equipment 
which these countries could use to full advantage over the 
next four years appears to be substantially less than their stated 
requirements but more than they are now receiving from us. 
The problem is to balance this need against the demands of 
United States farmers which are also well in excess of the 
productive capacity of the industry. The Committee suggests 
that plans be made to furnish farm equipment and parts at 
twice the recent annual rate of our exports to these countries. 
This would be only about 6 per cent of our total production. 
Given the probable increase in United States production and 
the possible decline in exports to other areas, it would not 
prevent a small increase in the quantities available to domestic 
farmers. However, the Committee believes that it would give 
the European farmers a preferred position for about all the 
imported new farm equipment they could use effectively in 
furthering their food production program. 

If it develops that equipment in excess of these estimates 
can be used efficiently for substantially increased food produc- 
tion, it would be economy to supply it. An investigation and 
report by a competent U.S. technical mission in full co- 
operation with agricultural experts in the CEEC countries 
would be helpful in this decision. 


It may be even more important for this country to assist 
and encourage the expansion of farm machinery production in 
the participating countries, and especially production of repair 
parts for existing machinery. Specific instances have been 
called to our attention where output of European implement 
plants has been curtailed for lack of small quantities of special 
steel or partly fabricated parts from the United States. The 
export of such materials would be a much smaller drain on 
our economy than the corresponding quantities of finished 
machinery. 


D. Iron and Steel and Steel-Plant Equipment 


1. European steel production. In the last prewar year, the 
16 participating nations produced 20 million short tons of fin- 
ished steel. Productive capacity, as indicated by output in 
the most active prewar years, aggregated 28 million tons. 
Western Germany produced another 17 million tons. 

This output was sufficient to supply their steel-consuming 
industries and provide net exports of over two million tons, 
thereby helping to balance their international situation. 

Outside of Western Germany, there was a small net in- 
crease in steel-making capacity during the war. Some ca- 
pacity was damaged. Major repairs had to be deferred, 
proper maintenance neglected and modernization schemes 
postponed. These arrears have not been entirely made up 
but practically all plants have been brought back to workable 
condition. 

The fuel position, however, is drastically different from 
what it was before the war. The present shortages of coal and 
metallurgical grades of coke, particularly the latter, are the 
greatest obstacle to increased steel production. These short- 
ages stem from the heavy reduction in German exports of such 
fuel to neighboring iron and steel-producing countries and 
the almost complete cessation of such exports from the United 
Kingdom. | 

In order to save fuel, iron and steel producers have re- 
sorted to various expedients, such as the use of high-grade 
imported ores and the use of a high proportion of scrap. 
These expedients have in turn aggravated other supply prob- 
lems. 

In spite of these difficulties, the finished steel output of the 
16 nations in 1947 will be above 1938, but well below the 
maximum output possible if fuel and other materials were 
readily available. 

Including Western Germany, steel output is still far below 
the prewar level. Western Germany, which accounted for 
almost half the total in 1938, is now producing at only about 
one sixth of the 1938 rate. This is due to the actual damage 
or removal of plants, the shortage of fuel and the policy of 
curtailing German heavy industry. 

The result is that steel-consuming industries are seriously 
curtailed for lack of this essential raw material. Net exports 
of finished steel are only a fraction of the prewar rate, thereby 
aggravating the problem of paying for essential imports. 

2. Planned expansion. The CEEC report sets up an objec- 
tive of a 40 per cent increase in finished steel output of the 
16 countries, and somewhat more for Western Germany, 
between 1947 and 1948. The plans for accomplishing this 
objective include (a) increased supplies of coking coal from 
the United States, (b) utilization of presently unused coke 
oven capacity in Western Germany, (c) further attempts to 
economize on fuel through use of high-grade ores, etc., and 
(d) further restrictions on use of hard coke for other than 
metallurgical purposes. The report frankly recognizes that 
this objective may not be achieved. It would bring aggre- 
gate production, including Western Germany, almost equal 
to 1938. 

The target for 1951 is 44 million tons. This includes 10 
million tons for Western Germany, in line with the revised 
level-of-industry agreement. It also involves considerable ex- 
pansion, modernization and rounding out of steel-making 
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facilities in the other countries. It makes a satisfactory solution 
of the coke problem even more uncertain than in 1948. 

As programmed in the CEEC report, this 1951 output 
would permit net exports well above the 1938 rate as well 
as a large increase in domestic consumption. Excluding West- 
ern Germany, the 1951 consumption would be almost double 
1938 and over 60 per cent above 1947. 

It would be difficult, if not impossible, to calculate just 
how much production could fall short of this goal without 
seriously endangering European recovery. Elsewhere in this 
report, the Committee has indicated its reservations as to 
both the necessity and the feasibility of capital expansion 
programs which would use some of this steel. There are 
also doubts as to the ability of the steel-consuming indus- 
tries to expand their output sufficiently within four years 
to use the additional steel. It seems clear, however, that a ma- 
jor increase in European steel production is highly desir- 
able. 

The imports required from the United States in order to 
carry out this program, as stated in the CEEC report, include 
(a) steel-mill equipment, (b) steel-making materials, notably 
coke and scrap, (c) semifinished steel for further processing in 
European mills and (d) some finished steel. The Committee's 
conclusions with regard to those requirements stem from its 
understanding of our domestic situation as well as its evalu- 
ation of the European steel program. — 

3. Demands on United States production. United States 
producers will turn out over 62 million short tons of finished 
steel in 1947. While far above the best prewar year, this has 
been insufficient to meet the present needs of the steel con- 
suming industries. Shortage of steel has not prevented a high 
national output, with relatively full employment of available 
labor, but it has seriously restricted production of some goods. 
Automobiles are a notable example. 

This situation is paralleled in the export market. In the 
first half of 1947, a little less than 10 per cent of the output 
of finished steel was exported. An almost equivalent quantity 
went into products made from steel which were shipped 
abroad. In addition, there were some exports of crude and 
semifinished steel. The export demand is far in excess of this 
supply. Actual shipments have been limited by export controls 
as well as by the competition of domestic buyers. 

The shortage is general but much more serious in some 
items than others. Sheet, strip and pipe are very tight while 
certain alloy steels are relatively easy to obtain. 

The industry is now in process of adding about three 
million tons of sheet-mill capacity. This expansion, which 
should be completed before the end of 1948, compares with 
an estimated total output of 18 million tons of sheet and 
strip in 1947. The resulting increase in sheet and strip 
output, however, would be merely at the expense of other 
products if there were not a corresponding increase in steel 
ingots. 

4. Limitations on United States output. In 1947, the 
United States will produce over 84 million tons of steel in- 
gots. In spite of excess demand, this is seven million tons less 
than the rated capacity of steel-making furnaces. 

A number of factors account for this difference. Wartime 
alloy-steel requirements resulted in expansion of electric 
furnaces beyond peacetime needs. Carbon steels can be pro- 
duced in these furnaces only at excessive cost. Consumer 
preference for open-hearth steel for many uses limits the use 
of Bessemer converters. A minor portion of the wartime- 
constructed facilities have not been returned to peacetime 
production because of insufficient supply of reasonably acces- 
sible raw materials or specialized design of plants and equip- 
ment. Some work stoppages have occurred. 

Fundamentally, however, the bottleneck has not been any of 
these factors. It has been the supply of pig iron and scrap. 
Any attempt to increase steel production to meet both domes- 
tic and foreign needs hinges on obtaining additional quanti- 
ties of these materials. 
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The serious shortage of scrap iron and steel reflects (a) 
the large prewar exports of scrap, (b) the high domestic 
scrap consumption during and since the war, (c) the post- 
poned scrapping of items made from iron and steel because 
of unavailability of replacements and (d) the large wartime 
exports of steel products with the resulting loss of potential 
scrap. The normal solution to this shortage would be the use 
of a higher proportion of pig iron. The supply of pig iron, 
however, is also limited. 

The estimated pig-iron production of 58 million tons in 
1947 is six million tons short of the rated capacity of blast 
furnaces. Some furnaces are not being used at all because 
of local coke shortages or for other reasons, Coal strikes tem- 
porarily halted other plants, thereby reducing pig iron output 
by an estimated 900,000 tons in the first eight months of 1947. 
More important, however, is the decline in the quality of 
coking coal which makes it difficult to operate furnaces at 
rated capacity. 7 

The ash content of coking coals has risen from about 6 per 
cent in prewar years to 12 per cent in 1947. In addition, the 
wider use of machinery in mining has introduced more slate 
in the coal. The higher ash and lower carbon content increased 
coke consumption per ton of pig iron from approximately 
1,760 pounds in 1939 to 1,868 pounds in 1946. This reduces 
the output of blast furnaces and also increases the shortage 
of coke, 

The steel-plant expansion program now under way is 
planned to eliminate some of these bottlenecks as well as to 
modernize and round out facilities. It is expected that the 
resulting expansion of steel ingot capacity before the end of 
1948 will be about 2% million tons or 3 per cent. A more than 
proportionate expansion of three million tons in blast furnaces 
and a still more than proportionate increase in coke ovens is 
also under way. 

Use of oxygen in both blast furnaces and steel-making fur- 
naces will contribute part of the planned increase in capacity 
of those facilities. Companies which have proceeded far 
enough with experiments to indicate results hope for 10 to 15 
per cent increase in blast-furnace production by this means. 
A report prepared by an expert for the Committee comments, 
however, that “what has been accomplished during the past 
year in the experimental use of oxygen in steel making has 
been a determination of, rather than a solution of, the prob- 
lems involved in this application.” A number of factors, 
including the need for major changes in related facilities, will 
operate to restrict and delay any increase in capacity from 
this source. 

The scheduled increase in steel-making capacity, and more 
particularly the expansion of sheet and strip mills, will pro- 
vide some additional supplies for both domestic use and ex- 
port. As the production and distribution pipe lines are filled, 
more steel may flow through in the form of finished goods to 
the ultimate purchaser. A growing shortage of gold and dol- 
lar exchange may limit the purchases of non-European coun- 
tries. There is no assurance, however, that United States out- 
put in the near future will be adequate to meet all the de- 
mands upon it. 

The question of whether the longer-term domestic and for- 
eign demand for steel can be met without a major expansion 
of steel capacity over and above that now in progress is one 
that the Committee is in no position to determine at this time 
and is beyond its scope. Consequently, no position is taken 
on this matter. Any expansion not now planned would con- 
tribute very little to steel supplies in the next two years when 
European requirements are largest. Moreover, such an ex- 
pansion would itself absorb steel while in progress and 
would make it more difficult for the European nations to 
obtain from us the steel-making equipment they need. On the 
other hand, further expansion of steel capacity may be so im- 
portant in the light of longer-range considerations as to justify 


the use of scarce items for this purpose during the next two 
years. 
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5. Steel-making equipment. The stated European require- 
ments for steel, steel-making materials and steel-making 
equipment must be considered in the light of (a) their sig- 
nificance and urgency relative to European recovery and (b) 
our own needs and the limitations on increasing supplies to 
meet those needs in the near future. 

The CEEC report includes an import requirement of $400 
million worth of iron and steel-plant equipment spread over 
the four years. This is part of a total program, which would 
appear to cost some $4 or $5 billion, which is apparently 
designed to round out and modernize as well as expand facili- 
ties. It includes everything from ore mining to steel-finishing 
mills. Most of the import requirement would have to be 
obtained from the United States. 

The Committee is not in a position to judge the urgency and 
feasibility of the individual projects for which this equipment 
is intended. In a few instances, their nature and location 


‘raise doubts in this regard. Presumably, however, the indivi- 


dual projects would be subject to the careful scrutiny of what- 
ever agency is to do the financing. 

In the absence of any detailed information as to the nature 
of the equipment required and when it will be needed, it is 
equally difficult to reach a conclusion as to availability with- 
out serious interference with production in the United States. 
We are informed, however, that 15 to 20 per cent of the 
$400 million is already on order. Much of the balance would 
not be needed until 1950 or 1951. 

While no final judgment as to either urgency or availability 
can be stated at this time, the Committee attaches great im- 
portance to the requirement for equipment. Well-conceived 
projects for the expansion and modernization of European 
steel industry outside of Western Germany would undoubtedly 
help to make the participating countries self-sustaining, 
whereas shipments of steel or steel-making materials would 
have their main effect only during the period of the program. 
For this reason, the Committee places a high priority on the 
equipment requirement. 

6. Scrap. With regard to iron and steel scrap, the Commit- 
tee takes a contrary position. The European import require- 
ment, rising from 1,700,000 short tons;in 1948 to 2% million 
tons in 1951, is stated by the CEEC to be a minimum on the 
optimistic assumption that adequate coke supplies will be 
available. 

The Committee is not convinced, however, that failure to 
meet the stated requirement would cripple the European 
steel program. There is reason to believe that European 
supplies of scrap are larger than was assumed in the Paris 
report. If not, the plans to compensate for shortages of both 
coke and pig iron by a high ratio of scrap may have to be 
modified. 

Scrap is in acutely short supply in the United States. 
Exports would have the effect of reducing steel production 
here below the rate which would otherwise be possible. The 
Committee recommends that no scrap be exported from the 
United States but that, in co-operation with the participating 
countries, a survey be undertaken immediately to determine 
how European scrap requirements can be met from other 
sources. 

7. Metallurgical coke. The availability of coking coal.from 
the United States to meet European requirements is discussed 
in the fuel and power section of this report. 

8. Semifinished steel. The semifinished steel is required 
mainly in the United Kingdom and in Italy, both of which 
countries have historically been importers of such products. 
Analysis of the European steel program indicates that, if the 
requirement could be met, there would be substantial exports 
ot finished steel from the participating countries collectively, 
and specifically from the United Kingdom, to nonparticipat- 
ing countries, It appears, therefore, that if semifinished prod- 
ucts were not supplied by the United States in the quantities 
needed, one effect might be, and probably would be, to reduce 


. exports of finished steel products (especially from the United 


Kingdom) below the levels envisaged in the Paris report. 
This would lessen the capacity of the European countries to 
earn dollars during the period of the program but need not 
seriously impair the revival of production in steel-consuming 
industries. 

It must be recognized, however, that complete elimination 
on shipments of semifinished products would have other more 
serious effects. In the first place, it is stated that the United 
Kingdom must maintain some exports of finished steel prod- 
ucts to nonparticipating countries in order to insure the physi- 
cal availability of essential imports. Consequently, a part of 
the impact of a refusal to supply any semifinished products 
from here would fall upon British domestic consumption of 
steel. In the second place, only a small proportion of the semi- 
finished products required by Italy is balanced by projected 
exports of finished products. 

However, the export of semifinished steel products would 
have serious adverse effects on the United States economy. 
It would contribute to the general shortage of finished steel- 
mill products. It might have a drastic effect on the smaller 
nonintegrated steel producers. Most serious of all, it would 
further deplete the critically low United States scrap supply. 
Under the circumstances, it is believed that only a part of the 
stated requirements can be met through additional exports 
from the United States. 

The Committee does not believe, however, that the situa- 
tion will turn out to be as serious as this conclusion implies. 
For one thing, it is believed that the real requirements, as 
they are more closely studied in the process of administering 
the program, will prove to be lower than the stated require- 
ments in the Paris report. For another thing, the facts quoted 
above suggest that some part of even the real requirements 
can be left uncovered without serious effect on European 
recovery, so long as the resulting loss of dollar earnings during 
the period of the program is duly taken into account. Finally, 
it may be possible to increase the supply of semifinished steel 
products for Europe in ways not related to the over-all size 
of United States exports. 

One possibility that should be considered is that of in- 
creasing shipments to Europe to the extent of any decline in 
shipments to other destinations. Another is that of supplying 
more semifinished products from Germany than presently 
planned. Consequently, the Committee believes it will be 
possible to work out a solution whereby quantities which, after 
careful examination, may be demonstrated to be necessary 
for European recovery will be supplied. 

9. Finished steel. The import requirement of steel sheets 
and strip, as given by the CEEC, is over 700,000 short 
tons in 1948, which is four times our recent rate of 
exports to those countries. In view of the extreme short- 
age of these items, and the resulting. restrictions on our 
own steel-consuming industries, the urgency of this re- 
quirement should be subject to careful scrutiny. It is, 
however, less than 4 per cent of our output of sheet and 
strip and only a fraction of the anticipated increase in United 
States production. The feasibility of meeting the require- 
ment is also enhanced by the possible decline in non- 
European exports. 

With the assumed expansion of European sheet mills, this 
requirement declines so that they plan to be net exporters 
by 1951. 

The tin-plate requirement is more than double our recent 
exports and it continues over the four-year period. Here again 
there is need for further justification of its urgency in the 
light of our own domestic needs. 

The 1948 requirement for all other finished steel, however, 
is less than half our recent shipments and the participating 
countries propose to be net exporters by 1950. This require- 
ment may be understated if their assumption as to their own 
production are too optimistic. In any event, it should not be 
a serious drain on our resources. 
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Inventions Withheld 
By German Scientists 


Some of the men most closely ac- 
quainted with conditions in Great 
Britain insist that only “substantial 
assistance’ in United States dollars 
can prevent a further shrinking of 
Britain’s stature as a world power next 
year. They predict, privately, that it 
will be five years before British ster- 
ling becomes freely convertible with 
the other currencies of the world. 


oo 90 


Hundreds of thousands of dollars 
worth of new inventions have gone 
underground in Germany. There is 
evidence that German scientists are 
holding back because they have no 
patent rights. Some economists in 
Berlin believe there are enough sal- 
able patents now in hiding to pay a 
large part of the bill for feeding Ger- 
many. 


o 0 0 


Callers on the Russian Ambassador 
to London are interested to find that 
he prefers to carry on his most confi- 
dential conversations in whispered 
exchanges that take place in the cen- 
ter of the room. The idea is that he 
is wary of the possibility that listening 
devices might be planted in the walls 
or the furniture. 


oo 98 


A fairly large number of Japanese 
Communists have deserted the party 
during recent weeks. The drop in 
membership is generally attributed in 
Tokyo to dissatisfaction over the rigid 
discipline enforced on party members, 
plus dissension among the party's top 
officials. 


© 0° © 
Cabinet officers now directing 
Britain’s economic policy are planning 
efforts to gather in a huge harvest of 


dollars from the West Coast of the 
United States. They are intrigued by 


40 ¢ WORLD REPORT 


¢ 1 - ° .ey y 


»/ ‘ 
hs, ~\ 


Intercepts 


Reg. U.S. Pat. Off. 
~/ 





Loss of Strength 
By Japanese Reds 


the wartime increases in population 
and purchasing power all the way 
from Seattle to San Diego. A cam- 
paign can be expected soon to try to 
boost the sale of British-made lux- 
uries in the region, as well as in the 
Middle West. 


oo °9O 


President Juan D. Peron is toying 
with the idea of attempting_a barter 
deal in the United States to get Amer- 
ican machinery for Argentina. One of 
the men close to Peron is expected in 
the United States soon, reportedly 
to bargain for industrial equipment. 
The idea is that Argentina would 
trade off agricultural products that 
could be used in the Marshall Plan 
for Europe. 


oo 90 


Some of the most influential men in 
Britain's Labor Party are inclined to 
look lightly upon the financial abilities 
of Hugh Dalton, the Chancellor of the 
Exchequer. They say that Dalton’s 
chief value to the Government is the 
fact that he is the most skillful parlia- 
mentarian in the Cabinet, one of the 
few men who can meet Winston 
Churchill on the same ground on the 


niceties of legislative rules. 
© 0 0 


Romania’s young King Michael 
may have trouble holding on to his 
throne. He came to the defense of 
Juliu Maniu, one of the Peasant Party 
leaders brought to trial for treason by 
the Communists. Ex-King Carol, now 
in Lisbon, is looking for a chance to 
get back on the throne occupied by 
his son, and the Romanian Com- 
munists are trying to negotiate an 
agreement for his return. 





Britain's Interest 
In West Coast of U. S. 


The United Nations General As- 
sembly is so far behind in its work 
schedule that the suggestion is being 
made that the delegates, when they 
reach their regular adjournment time, 
merely recess instead. Under this idea, 
the present Assembly would be recon- 
vened after Christmas. 


o 90 90 


Military experts expect the Com- 
munist offensive in China to bog down 
before the end of the month. They 
do not expect a resumption of major 
operations until after the winter. 
Meanwhile, the Chinese Communists 
probably will concentrate on_har- 
assing tactics. 


oo 90 


For the first time since the war, 
competition is developing among 
American oil companies to get con- 
cessions outside the United States. 
One new firm is talking terms with 
Yemen, a little-known Arab country, 
and another is seeking rights in the 
Kuwait neutral zone, near the Persian 
Gulf. Other companies are interested 
in Peru, Colombia and Ecuador. 


o 90 °O 


The approach of congressional de- 
bate over aid to Europe speeded up 
negotiations between Canada and the 
United States over an American loan 
to the Dominion. Although no official 
announcement was made at the time, 
Canadian officials began dickering 
with Washington on ways to break the 
dollar shortage long before Congress 
got all the details on the European 
aid program. 


o 0 90 


Yugoslavia has concluded a trade 
agreement with Italy which, if it 
works as planned, will make the Italian 
nation one of the foremost customers 
and suppliers of Marshal Tito’s regime. 
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THERE'S NO 
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choosing a cigarette, = oe 
ao ea LIKE A CAMEL 


More people are smoking CAMELS 
than ever before 


” REATEST Match Game Bowler of All 
Time” is the title bowling authorities have 
given Ned Day. He’s had years of experience as 
a bowler. His most enlightening experience as a 
smoker dates to the wartime cigarette shortage. 
“Those were the days,” says Ned, “when I 
smoked whatever brand I could get. Naturally, 
I compared. I found by experience that no other 
cigarette suits my ‘T-Zone’ like a Camel!” Mil- 
lions had that same experience. With smoker 
after smoker who tried and compared, Camels 
are the “choice of experience.” 


According to a Nationwide surog: 


MORE D OCTORS ; , ee, Dm ” JouR"T-ZONE" 
SMOKE CAM ELS =: x a . WiLL TELL YOU... 


T for Throat... 


than any other cwgaTeuweé _ Femme That's your proving ground for 

. = a any cigarette. See if Camels 
When 113,597 doctors were asked by three leading inde- i a a: 2% dont suit your" T-Zone"to dT.” 
pendent research organizations to name the cigarette they or —_— 


smoked, more doctors named Camel than any other brand! R. J. Reynolds Tobacco Co, 


Winston-Salem, N.C. 





